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WELL-CONDUCTED governments are, perhaps, not those which 
have caused the greatest advances in economic science. Unlike 
physicists and chemists, economists are unable to resort to the 
expedient of conducting for themselves, in a laboratory, all the 
experiments required in investigating or demonstrating the laws 
which interest them. They are confined to mere observation of 
the results flowing from the experiments to which the public 
powers in different parts of the world lend themselves; and if 
none but very wise legislators and model administrators had - 
ever existed, our economists would have seen themselves 
deprived, by this fact alone, of their most reliable means of 
investigation and of proof. The confidence acquired in the 
principles which they have laid down as the embodiment of the 
collective interests of the human race depends, above all, upon 
the observation of the evils which inevitably result from every 
breach of these essential principles. 

Let us hasten to add that political economy has seldom had 
to upbraid statesmen with that unerring wisdom which would 
unduly limit its field of study. There is not a single nation 
whose interests — material and other—have not more than once 
been entrusted to extremely bad hands and, for the very reason 
that this disgrace has been suffered by every one of them, ought 


* Translated from the French manuscript by H. Parker Willis. 
VoL. VII, No. 1. I 
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they far rather mutually to pity, than to pass severe judgment 
upon, one another. There is the more reason for charity in such 
cases since fatal consequences may be brought about without 
our having given to criminals or to fools the control over our 
destiny. We see well-meaning men cut a sorry figure as public 
officers, merely because they lack either foresight or strength of 
will. Nowhere is this observation more valid than in financial 
matters. It was a favorite saying of M. Thiers that to make a 
capable finance minister a man must know how to be fierce ; but 
it is furthermore necessary that he possess the power of being 
so. Inflexible uprightness in those who are its servants is not 
easily borne by despotism. Nor is parliamentary government 
more tolerant, for temptation under a constitutional system is so 
frequent, and responsibility so widely partitioned, that this per- 
haps more than any other sort of government, sacrifices future 
necessities to current needs. 

For all that, weakness and imprudence have their degrees ; 
and, on either side of the Atlantic, the nations of the south seem, 
at the present day, not to have put so far from them as have 
others, the art of getting themselves into trouble. This conclu- 
sion is reached by a comparison of South with North America. 
It follows equally as clearly from a comparison of the European 
countries washed by the English Channel, the Northern Ocean, 
and the Baltic, with those which shut in the Mediterranean. 
Has it not been necessary, because of their carelessness and 
insolvency, to establish a financial guardianship over Tunis, 
Egypt, Turkey, and Greece in turn? In like fashion, have 
Portugal, Italy, and Spain, each in its own way, ill rewarded 
their foreign friends for that confidence which proved its sin- 
cerity by furnishing supplies of capital in such abundance. 

At the present moment the condition of Spain is worthy of 
special attention ; and, even if attention be confined to monetary 
questions alone —as is the design of the present paper — there 
are useful lessons to be drawn by impartial students from Spanish 
blunders and their results. The penalty has, moreover, been 
so grievous that even in addressing her conquerors we may 
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express syinpathy with unfortunate Spain, and offer our sincere 
admiration to those of her children who have generously 
sacrificed themselves in a hopeless cause. 

The monetary circulation of Spain—the subject of this 
study — consists of two elements which have simultaneously 
been vitiated by the selfsame causes. For greater clearness, we 
shall discuss first the metallic money and secendly, the note 
currency, of the country. 


I, 
METALLIC MONEY. 


The monetary history of Spain, like its political history, is 
characterized by the striking contrast between former glories 
and present decay. After the discovery and subjugation of the 
New World by the Conquistadores a monopoly of the precious 
metals seemed to be almost assured to the successors of 
Ferdinand and Isabella. This situation, too, was the more 
enviable because the Middle Ages had left the supply of gold 
and silver throughout Europe very scanty. The Spanish, in the 
first place, laid violent hands on the treasures accumulated in 
the temples and palaces over-sea; later, they appropriated to 
themselves all the mines of Mexico and Peru. Charles V, in 
farming out these mines, reserved to himself a fifth of the pro- 
duct (derecho de los quintos), and, in order to assure to the mines 
the services of experienced workmen, he went so far as to sus- 
pend the exploitation of the mines of the mother country. The 
imperial or royal galleons came home every year with cargoes 
that grew progressively richer. Unfortunately, Spain showed 
herself less anxious to make productive use of this booty than 
to preserve it from foreign covetousness by prohibiting the 
export of gold and silver. These millions which might have 
been made so fruitful remained unproductive ; and, for that very 
reason, it was not long before Spain found it necessary to recon- 
cile herself to a division with others. The specie of the 
Peninsula was exported to the most distant markets— gold 
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onzas and doubloons, silver douros or piasters, with the cor- 
responding fractional money—all that varied mass of coins 
which the investigations of Aloiss Heiss have so skillfully 
restored to recognition.’ 

Scarcely had the Mexican silver left the mine when it 
received the government stamp and, from 1537 to 1821, at 
which latter date occurred the definite emancipation of Mexico, 
the issues put forth under these conditions had reached an 
enormous figure—more than 2000 millions of dollars. The 
large Spanish pesos, with or without the two symbolic pillars 
stamped upon them, for a great while enjoyed universal favor, 
and even now they are still to be met with in many hands, 
circulating side by side with the Mexican dollars properly 
so-called (which bear as device an eagle and a Phrygian cap). 
Some Polynesian tribes use these old colonados as their regular 
medium of exchange, and they aggregated more than half of 
the sum contained in the twenty-five coffers of coined silver 
which General Galieni recently shipped from the palace of the 
ex-queen of Madagascar to the Paris mint. 

During the past three-quarters of a century the monetary 
expansion of Spain has been considerably decreased, and that 
for a very good reason. There remain to the country only its 
own domestic mineral resources, and these furnish no more metal 
than is sufficient for international payments. The Iberian penin- 
sula has no gold mines, or, at all events, has them no longer. 
True, there are mines of a certain sort which produce silver or 
silver-bearing lead; but the 180,000 kilograms of fine silver, 
yielded by these mines in 1896, do not represent so much as a 
tenth of the annual output of the United States. 

Deprived of the greater portion of her colonial domain and 
long since wholly occupied with destructive internal feuds, Spain 
would have consulted her own welfare had she abandoned her 
policy of isolation, and had she of her own accord refused to 
accept the Pyrenees as the limit of her industrial, as they are of her 


*Aroiss HEIss, Descripcion general de las monedas hispano-cristianas desde la 
invasion de los Arabes, Madrid, 1865. 
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geographic, horizon—a limit which has ordinarily been injurious 
rather than helpful. The nation should, beyond a question, have 
harmonized its monetary system with that of its neighbors, and 
that, too, without delay, but the anger, which had been aroused 
by the armed intervention of Napoleon I upon various occasions, 
was still too strong not too make such a resolution difficult of 
execution. Three several times, in 1848, in 1857, and in 1864, 
did the ministers of Queen Isabella II set themselves the task of 
remodeling, from a more modern of point of view, the ancient 
monetary structure, dating from 1772 and 1824, without recon- 
structing its foundations, though it would have been better worth 
while to have rebuilt it entire, at once. 

The law of April 15, 1848, altered the ratio of gold to silver 
from 16.50 to 15.77. A uniform fineness—that of .goo—was 
substituted for the former grade of fineness, which varied from 
.875 for gold coins to .go2 and .8125 for silver. The coinage 
system actualiy adopted still failed to conform to the decimal 
scale. However, the value of the gold doubloon, weighing a 
trifle more than the English sovereign (8.336 grams), and 
valued slightly higher (25 fr. 84 c.), was fixed at 100 times that 
of the silver real. 

The royal ordinance of February 13, 1854, decreased still 
further the value of gold relatively to that of silver, by lowering 
the ratio to 15.48 instead of 15.77. Subsequent to the discov- 
ery of the placer mines of California and Australia, there was a 
tendency to establish a premium on silver—a condition of things 
which certainly is not the case at the present moment—and 
there came a time when it was profitable to export or convert 
into bullion, not only the largest silver coins, but also those of 
lesser value. It was to take measures of self-defense against the 
speculative operations upon their circulation of fractional silver 
that France, Italy, Switzerland, and Belgium concluded to lower 
the fineness of their subsidiary coins; and it is a matter of gen- 
eral knowledge that the mutual understanding established for 
this purpose was the origin of the Latin Monetary Union. To 
protect herself against the same danger, Spain resorted to a 
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similar remedy. Harmony with the monetary system of other 
nations was, however, still avoided, and, by the terms of the law, 
June 26, 1864, the piaster and the half-piaster retained, as did 
the gold coin, a fineness of .goo; while the fineness of the peseta 
(4 reals), the half-peseta (2 reals), .ud the real, was decreased 
to .810, the fineness and the function of standard coin being thus 
transferred from the real to the ten-real piece. 

As we all know, issues of coins followed one another, but 
without any general character of uniformity. Summing up the 
coinage of the years 1849 to 1868, we find that it amounts 
to nearly 1000 million francs; and the statisticians of thirty 
years ago admitted that the actual coin circulation of the king- 
dom —new and old coinages included —could not be less than 
800 millions of francs; 650 millions of this amount being gold, 
120 millions silver, and the remainder copper. Nothing, how- 
ever, could have been less uniform than this body of coin. It 
included ninety-seven different monetary units which enjoyed 
general currency, besides a mass of coin whose devices had 
become indistinguishable, a large volume of foreign coin, and an 
enormous sum of counterfeits. 

The monetary revolution which followed upon the heels of 
the political revolution of September 1868 (when occurred the 
flight of Queen Isabella and the overthrow of the Bourbons), at 
first only aggravated the situation, even though the principle on 
which it was based was a wise one. The notion of international 
uniformity had rapidly gained ground, even in Spain, subsequent 
to the establishment of the Latin Union (1865), and the World’s 
Exposition at Paris (1867). Opinion at Madrid, however, 
halted between the English system with the single gold standard 
on the one hand, and the French system with its double stand- 
ard,on the other. Inasmuch as the fall of the Bourbon dynasty 
rendered necessary the adoption of new devices for the coins, 
M. Figuerola, the finance minister of the provisional government, 
considered the moment an opportune one for the taking of some 
step, and a decree, bearing date October 12, 1868, announced 
that the system just instituted by the Latin Union should there- 
after be put into operation in Spain. 
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The new plan comprised several important features, a rigid 
adherence to a decimal scale, a double standard of gold and sil- 
ver with a ratio of 15 % : I, a fineness of .g00 for gold coins and 
for silver five-franc pieces, a fineness of .835 for fractional silver 
and free coinage of gold and of the silver five-franc piece. 

This was the logical solution of the problem, but something 
more than logic was now needed to put the project into effect. 
Had the measure been taken at a favorable moment, the admin- 
istration would not have forced upon itself the disagreeable 
choice between recoining an immense mass of money or leaving 
the most heterogeneous kinds of money to circulate without law 
or order. On the other hand, admission to the Latin Union, as 
anticipated and desired, would have been effected quite natur- 
ally; and, when bad times came on, Spain would have derived 
from this expansion of her monetary market, the very consider- 
able advantages by which Italy has more than once profited. 
At the time of their introduction, however, the reform measures 
were tardy and by mischance coincided in point of time with the 
outbreak of a political and financial crisis which threatened to 
endanger the quiet of the country, its industrial life, and even its 
honor ; for Spanish obligations, on which the government had 
pledged its faith to the money-lenders, were again upon the 
point of going to protest. 

By the terms of the laws and decree of 1868 (Art. 6) the 
device to be borne by the new coins was to represent ‘ Spain 
with the arms and symbols representative of national sover- 
eignty.” A contest for the draughting of suggested designs 
was opened on January 12, 1869. The decision was to be 
announced in March and the successful artist was to be allowed 
until August 12 to engrave and furnish to the government his 
stamps and dies. In order not to interrupt the coinage during 
this long period, the mint was authorized to continue tempo- 
rarily the issue of the old royal coins of 1868; but in conse- 
quence of the protests which at once made themselves heard, it 
was then ordered by two decrees bearing date of February 5 ard 
March 12, 1869, that the design of the medal about to be 
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engraved in commemoration of the events of September, should 
be used in the manufacture of fractional coin. Besides this, it 
was decreed that the system of the Latin Monetary Union was 
not to become compulsory until January 1, 1877, and thereafter ; 
and, in consequence of the continuance of the general disorder, 
the coinage of gold continued to take place until 1873 on the 
old plan of the law of 1864 (denominations of one hundred and 
of forty reals); despite the fact that, subsequent to 1869, the 
issues of silver were made under the plan elaborated in the new 
regulations.’ 

In the meantime a decree of March 21, 1871, had substituted 
for the twenty-peseta gold piece (whose coinage has since been 
resumed) a twenty-five peseta piece more closely resembling the 
old doubloon. As a matter of fact, the new system did not 
assume shape in complete fashion until 1876. How violent had 
been the turmoils through which the nation had had to struggle 
during this brief period! The regency of Serrano, the passing 
candidature of Prince Leopold of Hohenzollern, the depressing 
rule of Amadeus of Savoy, the republic, in the person first of 
Figueras, then of Pi y Margall, Salmeron, Castelar, and of Ser- 
rano, in turn, followed one another in rapid succession ; finally, 
in 1875, came the restoration of the fallen dynasty, then repre- 
sented by Alfonso XII, and now by his son, a twelve-year-old 
child. 

France herself had likewise passed through some terrible 
changes of fortune; and, if she offered better resistance than 
Spain, this was due to the fact that she was endowed with truly 
unequaled vitality. The notes of the Bank of France, during 
the seven or eight years when they were irredeemable, had suf- 
fered no depreciation even at the worst moments, either of the 
foreign war or of the civil struggle—a fact perhaps unique in 
history. - 

The quality of irredeemability had likewise been given to the 
note circulation in Italy and in Greece; and had in these coun- 


*See the memoir presented January 26, 1890, to the Academy of Moral and 
Political Sciences of Madrid by Don Raimondo Fernandez Villaverde. 





SPANISH CURRENCY 9 


tries proven itself far less innocent in its effects than had been 
the case in France. 

The Latin Union thus found itself subjected to a strain which 
its originators had not anticipated ; and which, without going so 
so far as to break this species of monetary syndicate, rendered 
its further extension undesirable. Spain—her vitality sapped 
by years of anarchy, deficit-ridden, and discredited by her pro- 
gressive failures—was no longer a desirable candidate for mem- 
bership. She was obliged to relinquish all hopes of being 
admitted as an integral part of the Union when the fall of silver 
subsequent to 1873 began to disturb the equilibrium, relative at 
least, upon which all bimetallic systems had relied. Germany 
had been the first to pass over to the gold standard —as Austria- 
Hungary, Russia, and Japan have since done—and she beyan to 
relieve herself of her thalers. In order not to furnish an escape- 
pipe for all this mass of depreciated metal which was seeking an 
outlet, the Latin Union was obliged to adopt a defensive policy; 
and the coinage of silver five-franc pieces was therefore first 
limited and then ceased. The last of these coins which fell from 
the machines of the Paris mint bear the date of 1878. 

These facts are familiar, but it is worth while to recall them, 
because they explain the isolation in which, from a monetary 
point of view, Spain has continued to exist in despite of all that 
she had done to escape from it. It is true that France at the 
present day receives Spanish gold into its public treasuries 
(decision of February 15, 1891), but not Spanish silver; and it 
is only by abuse that five-franc pieces bearing the likeness of 
Alfonso XII and Alfonso XIII have occasionally succeeded in 
mixing themselves to a large extent with French coins in the 
south of France and especially in Algeria. 

This isolation, which by force of circumstances has been 
thrust upon Spain, could not as a matter of fact be an evil with- 
out any compensating element; for the nation thus preserved 
entire freedom of action, and, had its financial condition been 
better, had the ideas of its statesmen been more harmonious, it 
would have been able at the desired moment to conform its 
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monetary system to an appropriate model. Unfortunately, the 
weight of obligations under which it was laboring had already 
compelled it to export the larger part of its gold. From 
1868-9 to 1872-3 Spain had coined about 328 millions of gold 
in the older forms. From 1876-7 to 1880-1 there had been 
coined 800 million francs in alfonsos (coins of the denomination 
of twenty-five pesetas). Of this sum 500 millions must be placed 
to the account of recoinage, 300 millions being struck from new 
gold. Unfortunately, this whole mass of coin disappeared from 
the country. At the start, the gold alfonsos had been unfavor- 
ably received abroad because their fineness was a trifle too 
uncertain (averaging .896 instead of .goo for all dates prior to 
1879). The methods of coinage, however, were quickly improved 
and the process of exportation went on all the more rapidly. 
Dating from 1881, the gold-standard party not being able to 
carry its point, the issues of gold were materially decreased 
(amounting only to 260 millions of gold in seventeen years). 
Whether composed of Spanish or other gold, the gold reserve 
of the Bank of Spain, at the opening of 1898, did not exceed 
236 million francs ; but had increased to 273 millions on October 
15.‘ Outside of the bank the yellow metal has become exceed- 
ingly hard to find, and is hoarded. Very different was the situ- 
ation in regard to silver. Far from decreasing, the coinage of 
silver was unfortunately rendered only the more active by the 
growing depreciation. It is now more than twenty years since 
the state deprived individuals of the vicious privilege of causing 
for their own private profit a piece of silver purchased for four 
francs, three francs, or two francs fifty centimes, to be trans- 
formed into a coin stamped five pesetas. The state has, how- 
ever, reserved to itself without a scruple the exercise of this 
tempting power ; and, in availing itself of it, has abused it again 
and again. Alone among the nations of Europe, Spain went 
through the hollow farce of ignoring the fact that silver is a 
metal which has become unfitted for monetary uses. The silver 


* Spain a short time since purchased of the Bank of France a large amount of gold 
ten-franc pieces. The ten-franc piece is, in general, seldom exported. 
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coins struck on the national account during the past thirty years, 
represent an aggregate nominal value of more than a thousand 


millions of pesetas, to wit: 
Millions of Pesetas 


From 1868-9 to 1877-8, 390 
From 1878-9 to 1887-8, 310 
From 1888-9 to 1897-8, , 350 


Total from 1868-9 to 1897-8, - : 1050 


The fractional issues, still more profitable than the standard 
coins because of their lower fineness, aggregate 212.5 millions 
of this total—an amount unquestionably very excessive for a 
population of less than twenty million souls. The same dispro- 
portion is to be observed in the issues of the smaller token 
coins. 

The table above given extends only to June 30, 1898. Since 
that date, the coinage of silver has been still further accelerated, 
for it is learned from the repeated declarations of the Spanish 
government itself, that during the past summer the Madrid mint, 
working night and day, delivered daily a million pesetas. These 
precipitate issues, which are still in progress and which have 
exerted a perceptible influence upon the price of bar-silver,’ have 
not prevented the silver reserve of the Bank of Spain from 
decreasing by one-half. In 1894, 1895, 1896, and 1897 it stood 
at the close of the year at 276, 256, 255, and 258 millions 
respectively, but on October 15, 1898, it had fallen to 131 mil- 
lions. 

What is, above all, a fact of especial gravity is that these mil- 
lions are, to tell the truth, nothing but half-millions; and inas- 
much as this point really touches the heart of the situation it is 
worth while to insist a little upon it. 

Among the numerous kinds of “silver dollars” now in circu- 
lation in the world there are certain sorts which, by their own 
acknowledgment, are no more than silver ingots stamped with 

* The price of the ounce of standard silver in London varied during the spring 


between 25 and 26 pence. Since the war 27 pence has been a minimum quotation 
and in September the price rose above 28 pence. 
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an official mark which certifies their weight, fineness, and origin. 
They are in no wise legally connected with the gold coins, and 
their value slavishly follows the varying upward or downward 
movements of the quotation of the metal in its bullion form, 
without of course conforming to the slight fluctuations arising 
from the daily play of the forces of ‘supply and demand. As 
examples of these independent trade dollars might be cited the 
Mexican dollar, the thaler of Maria Theresa, the talari of Mene- 
lik, the French piaster used in Indo-China, the British dollar, 
etc. 

On the other hand, there are some coins which so far as 
composition goes, resemble those just mentioned, but which 
behave quite differently in so far as they are media of exchange. 
Among these might be enumerated the dollar of the United 
States, the French silver five-franc piece, the English crown, the 
Russian rouble, and the German thaler. Without being subject 
to the same conditions, these diverse coins have this feature in 
common, that in the state whose name they bear they possess 
legal-tender quality, as representing a specified fraction of the 
value of a standard gold coin, and that the law thus assures to 
them, upon their native territory, an invariable purchasing 
power. Regarded as pieces of metal, four French five-franc 
pieces are not worth so much as ten francs in gold; but the 
silver five-franc piece, the coinage of which was suspended 
twenty years ago, maintains its position with reference to gold, 
and no one in France, or even in the neighboring countries, 
would dream of thinking himself better off with a gold 
Napoleon in his possession than with four French five-franc 
pieces. 

Somewhat the same state of things ought to have existed in 
Spain, for Spain has adopted the French system. That, how- 
ever, has not been the case; for inasmuch as the fall in the price 
of silver which led in France to the suspension of the coinage 
of the silver five-franc piece, has in Spain, on the contrary, hur- 
ried forward the issues more quickly, the Spanish five-franc 
pieces have increased out of all proportion and have rapidly 
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depreciated. In Spain, as everywhere else, Gresham’s law has 
been obeyed. Good money, that is to say gold, has taken its 
departure; the other sort, in the process of accumulation, has 
become more and more doubtful in value, and the five-peseta 
piece is now nothing more than a mere counter which has lost 
something like one-half of its nominal value in all places where 
debtors are unable to call in the power of the law for the pur- 
pose of forcing upon their creditors the acceptance of a coin of 
fictitious value. 

When war and defeat made their appearance, the five-peseta 
piece, like the paper pesetas of which we shall presently speak, 
was seen to vary more and more widely in purchasing power 
from the gold peseta. Not only did the value of coined silver 
come in this way to approximate that of silver in its bullion 
form, but the rise of the exchanges at a certain moment resulted 
in an anomalous situation; for the royal impress, instead of 
adding something to the market price of the metal, decreased it 
still further, and this to such an extent that speculators, as in 
the time (now long since bygone) when silver stood at a pre- 
mium, were able to see a profit to be gained by withdrawing 
from circulation these despised coins for the purpose of melting 
and exporting them. This phenomenon seems extraordinary 
and has been only temporary. The law of June I, 1898, how- 
ever, establishes belief in the fact by its preamble, and even by 
the mere clause which “prohibits for the time being” the 
exportation of silver to foreign countries, either in the form of 
coin or of bullion. It would be hard to imagine, in the whole 
range of monetary phenomena, a more depressing and disgrace- 
ful situation than that the value of a silver coin of full fineness 
should fall below that of the silver bullion it contains, when silver 
bullion itself is at a discount of 55 per cent. 

We should now have finished the discussion of Spain’s 
metallic money did it not remain to express at this point, in the 
interest of Spain herself, the hope that the Spanish authorities, 
as soon as they are no longer engaged in battling with the diffi- 
culties of the present moment, will seize the opportunity to 
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declare war in good earnest upon counterfeiting. Counterfeiters 
are to be found in all countries, but this profitable occupation is 
nowhere pursued with so much energy and success as in Spain, 
where it has long been handed down as a regular business. 
Barcelona is for the manufacture of counterfeit money what 
Lyons is for silk-stuffs. The business of counterfeiting is there 
carried on both for the domestic and the foreign market. There 
are in existence large volumes of counterfeit coins, bearing the 
Spanish imprint, of gold, silver, and even of bronze, and the busi- 
ness of counterfeiting has been carried so far that the customs 
department uses it as an argument against the admission into the 
kingdom of sous which have been exported. The Catalonian 
coiner, however, finds his highest profit in imitating the five- 
franc pieces of the Latin Union, and especially those issued by 
France. The fact that this coin hast lost its bullion value, but 
has kept its monetary value, endows it with what from the coun- 
terfeiter’s point of view isa double merit. It goes without say- 
ing that the Spanish government never refuses its codperation 
for the purpose of apprehending guilty individuals when there is 
moral certainty and evidence against them. Asa matter of fact, 
however, this form of safe highway robbery has never been 
fought with the persistence and strength of will with which one 
must be armed to ensure success. 


II. 
NOTE CIRCULATION. 


The Spanish nation, which, in the course of centuries, has 
had the handling of so vast a volume of gold and silver, has not 
the least natural liking for paper currency. Even now, in certain 
provinces, if a buyer should attempt to settle for the purchase of 
a couple of sheep ora cask of wine by the offer of a bank note, 
the peasant, educated or uneducated, would suppose that a joke 
was being perpetrated upon him. The existence of a note cur- 
rency fluctuating and depreciating in value, is nevertheless, not 
without precedent in Spain. At the endof the eighteenth cen- 
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tury King Charles III had had printed some va/es and later some 
medios vales, the issues of which were very soon inflated to a 
ridiculous degree (222 millions of piaster). They very soon 
lost 25 per cent. in value, and the principal object of the crea- 
tion of the Bank of San Carlos was the redemption of these 
Spanish greenbacks. Itself ruined by the excessive loans which 
it was forced to grant to the royal treasury, the Bank of San 
Carlos was reorganized as the Bank of San Fernando and finally 
became the National Bank of Spain,‘ a strong institution which 
has constantly grown in importance, but has as constantly 
declined in wisdom of management. Monopoly privileges in the 
issue of notes were not conferred upon this institution until 1874, 
and a mere reference to the political and financial situation pre- 
vailing at that time is enough to explain how it was that the 
question of obtaining means for the treasury had a strong tend- 
ency, in the process of working out the new system, to take 
precedence of any proper care for the national credit. The 
monopoly privileges were granted for thirty years. The law and 
decree of March 19, 1874, placed the capital at 100 millions of 
pesetas, with permission to increase this capital to 150 millions — 
a step which was taken in November 1882. This amount is 
divided into 300,000 personal shares of 500 pesetas each. To 
begin with, it was provided that 150 millions should be at once 
advanced to the treasury; and, to neutralize the effect produced 
by this first demand—likely as it was to be followed by others — 
it was stipulated by Article 11 of the decree that there should be 
no other loans of the same sort not secured by “ substantial and 
quickly convertible” collateral—an elastic phrase much more 
likely to produce distrust than to stimulate faith that a firm reso- 
lution had been taken. The temptation was an irresistible one, 
given the perpetual embarrassments of the treasury; and to trace 
the course which has been followed during a period which has, 
nevertheless, been less troublous than some others, it suffices 
to draw the following comparisons : 


* See the learned monograph published in 1890 at Madrid, on the Bank of Spain, 
by Mr. J. R. Romero. 
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(Millions of pesetas) 


Date Reserve Bills and notes Loans Circulation 
End of December 1874,  - - 54 71 wae 72 
End of December 1882, : 102 157 193 334 
End of December 1890,_ - - 233 402 251 734 


It thus appears that the note circulation had, eight years ago, 
reached the point which it had been forbidden to exceed. It might 
be supposed that the increase of the note currency up to this point 
was a result of the needs of trade. This, however, was far from 
being the case. The expansion was the result of the needs of 
the state, for the administration had fallen into the habit of 
treating the national bank as its creature and had found the 
institution only too obedient to the repeated calls of the treas- 
ury, owing to the fact that to shortsighted stockholders it seems 
like a great windfall that they are able to charge interest, more 
or less excessive in amount, upon millions which seem to them 
to have cost nothing to obtain. The business world had there- 
fore already begun, in consequence of this alarming policy, to 
show less confidence in the notes than at the outset. Although 
supposed to be redeemable in gold, it had not been long before 
noteholders had found themselves paid, at the offices of the 
bank, only in silver. Besides this, nothing was neglected to dis- 
suade noteholders from presenting them. Branches refused to 
redeem any except certain specified sorts of notes and orders were 
given to pay out, in redeeming the notes, not merely the silver 
five-franc pieces, but also as much fractional, and even low token, 
coin as possible. A necessary result of these awkward subter- 
fuges was naturally that the influence of the bank had to suffer. 
The notes continued at par in gold so long as the circulation did 
not amount to 300 millions of pesetas, that is to say, until 1881; 
and this goes far to establish the belief that a note circulation, if 
limited in amount, may pass through times of serious disturbance 
without depreciating ; for it was in 1876 that Spain had definitely 
recognized a semi-repudiation of her government bonds and 
the latest measures for refunding the public debt date from 
1881. The first signs of disapproval made their appearance at 
about the same date and contemporaneously an unfavorable state 
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of foreign exchange became chronic, although as yet only toa 
moderate degree. This loss on foreign exchange amounted to 
1.80 per cent. in 1883 (average for the year), 1.20 in 1884, 2.50 
in 1885, 2.20 in 1886, 0.82 in 1887, and 1.68 in 1888. Had the 
public powers been wise enough to avail themselves of this 
warning, nothing need have been lost. The fiscal deficits, how- 
ever, only went on increasing. Casting up these deficits as they 
ought always to be estimated, that is to say, by setting off the 
total amount of expenses against the total receipts, and paying 
no attention to the more or less subtle modifications which would 
result from an application of financial laws, it is to be observed 
that these annual deficits progressively increase from less than 
30 million pesetas before 1885 to more than 100 millions from 
1890 onward, and that, too, during a period of complete peace. 

The crowning blunder, which prepared the way for the most 
intense crisis Spain had yet experienced, was committed in 1891. 
It will be a heavy burden on the memory of M. Canovas del 
Castillo; and if we feel free to refer to it here, it is only because 
French science did not wait until the fatal period of disaster had 
arrived, before warning Spain not to persevere in a course which 
was certain to lead to suin." 

A few words will suffice to explain the content of the law 
of July 14, 1891, which the Parliament, sick at heart, passed 
only after an opposition absolutely unwonted in Spain. By this 
measure all the opportunities afforded to the government to 
compromise the future of the country were doubled. 

The charter of the Bank of Spain was extended to December 
31, 1921, and the limit to its note issues was raised from 750 
millions of pesetas to 1500 millions, with the inadequate stipu- 
lation that the metallic reserve, whether in coin or bullion, must 

* The rebellion of the island of Cuba had not yet broken out when M. Paul Leroy- 
Beaulieu, in his masterly 7raité théorique et pratique d économie politique, condemned, 
with evidence in support of his opinion, the “madness” of the policy pursued by the 
Canovas ministry. In the Economiste francais for August 27 last he wrote, with the 
same degree of conviction and with the same wisdom, as follows: “Much is said in 
denunciation of the present Spanish ministry, but the man who really dug the grave 


for Spanish greatness was M. Canovas, who, in point of financial ignorance and pre- 
sumption, has by far surpassed the limits allowed to a modern head of the state.” 
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always amount to a sum equal at least to one-third of the notes 
in circulation, it being required that one-half of this third be 
held in gold. An amount equal to the remainder of the circula- 
tion and of the demand liabilities of the bank was to be covered 
by bills and notes receivable and by the loans of the institution ; 
but it was provided that these latter items should “continue to 
be construed to include the 4 per cent. amortisable venfes, the 
shares of the company to which the tobacco taxes had been 
farmed out, those obligations of the treasury which, in accord- 
ance with the law of April 22, 1887, have been endorsed by this 
company, and lastly the bonds and obligations of the treasury 
representing the floating debt and issued pursuant to the pro- 
visions of the law of June 13, 1888.” Besides this, the bank at 
the very outset was to make a further loan to the government of 
a sum of 150 millions of pesetas without interest, repayment of 
which was not to be demanded before the expiration of the charter. 
The duties of a finance minister would indeed be easy, even in a 
debt-ridden state, if it were possible with impunity permanently 
to employ a method of coining money which consists in filling 
the vaults of a bank with long-time obligations and in drawing 
from it in exchange, in the form of notes, the millions of reve- 
nue needed or desired. But it was impossible that such abuses 
should go unpunished, and paper money itself seems to have 
assumed the duty of chastising those who systematically make 
of it an tmstrumentum regni; for it is no sooner overissued than its 
value suddenly melts away in the market like snow under the 
rays of the sun. 

It has been seen that the average rate of loss on foreign 
exchange did not exceed 0.82 per cent. in 1887. This was 
doubled in 1888 (rising to 1.68 per cent.); was again doubled 
in 1889 (3.25); repeated the process in 1891 (6.56); and more 
than doubled again in 1892 (15.42), although the issues of notes 
had not yet reached goo millions of pesetas. 

From 1895 on, this loss of one-sixth became a minimum 
while events were preparing for the crash of 1898. It will be 
worth while to give at this point in concise form a somewhat 
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more accurate statement of the fluctuations of Spanish exchange. 
These are represented in the following table, which gives these 
variations for the four years preceding that of the Spanish- 
American war. 

Quotations of exchange at the beginning of each month: 


VALUE IN FRANCE OF I00 PESETAS IN SPANISH BANK NOTES.’ 

Month 1894 1895 1896 1897 
January, 81.50 89.49 82.71 80.59 
February, 81.40 89.94 82.71 80.60 
March, - 81.70 g1.81 83.72 78.27 
April, 83.02 89.38 83.72 76.36 
May, - 82.31 87.56 85.22 77.56 
June, - 82.26 87.36 84.53 77.46 
July, - 82.31 86.45 84.53 76.86 
August, 81.50 84.63 83.52 76.25 
September, 83.02 85.54 83.52 76.05 
October, 83.93 85.44 82.41 77.16 
November, 85.54 84.58 78.37 74.94 
December, - - - 89.83 84.43 80.00 75.04 
Volume of notes in circu- 

lation at end of each 

year (millions of pese- 

tas), - - - - gio 996 1033 1206 


It thus appears that more than 1000 millions of notes have 
been superimposed upon the 1000 millions of coined silver which 
Spain was unwise enough to put into circulation. In order to 
let us see how artificial in its character was this flood of notes, 
an examination of the report presented to the general assembly 
of stockholders of the bank in March 1897 will be sufficient. 
The statement for February 27, 1897, showed the existence of a 
circulation of 1060 millions of pesetas, against a reserve in gold 
of 213 millions and a reserve in silver of 270 millions, commer- 
cial bills receivable amounting only to 203 millions, “‘loans”’ to 
the amount of 233 millions, 293 millions of 4 per cent. amortis- 
able rentes, and 266 millions of treasury warrants. The deficit 


* The quotations presented in this table are, for each month, the first of the regular 
weekly quotations published by the Economiste européen. 
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in the budget, after having stood at 100 millions for each of the 
five previous years, had fallen to 42 millions in 1894-5 and to 
21 millions in 1895-6. But, beginning in 1896-7, the double 
colonial war, in which Spain began once more to exhaust her- 
self, increased the deficit to 200 millions, and this was but a 
beginning. 

We shall now discuss the year which has proved so unfortu- 
nate for Spain and we shall show how Spanish exchange has 
behaved before, during, and subsequent to, the decisive conflict. 
It goes without saying that there is no longer any quality of 
redeemability in the notes; the forced circulation is in full 
swing. On the other hand, the legal maximum of 1500 millions 
is about to disappear. Beginning with May 1898, the royal 
government obtained, among other powers and resources extraor- 
dinary, the authority to raise the legal maximum issue to 2500 
millions whenever it might deem expedient; and a decree to 
that effect was signed in August. The increase of the circula- 
tion remains, it is true, subject to that of the reserve,’ but this 
is no more than a mere promise. In any case, the bank would 
have no more use for the mountains of silver five-franc pieces 
intended for it than for the volumes of obligations which go on 
increasing a floating debt which already amounts to 1000 mil- 
lions; or than for the packages of bonds which continue to add 
beyond all reason to a funded debt of 6000 millions (8000 if 
the colonial debt be included). 

With this preface, the weekly and monthly quotations of 
exchange may now be stated as follows: 

By a series of blunders and misfortunes not to have been 
expected, we thus see unfortunate Spain reduced to the humili- 
ating condition where, when she says to a piece of paper: ‘‘ You 
are worth 25 pesetas the same asa gold alfonso,” this bit of 
paper protests of its own free will and replies: ‘‘ No, I am worth 
scarcely half that sum.’’ In the dejected ranks of states whose 


* The reserve of gold and silver is supposed to amount to at least one-half of the 
note-circulation when this circulation shall exceed 1500 millions, but not exceed 2000; 
and to two-thirds whenever the sum of 2000 millions is overpassed. 
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COURSE OF EXCHANGE AT THE MIDDLE OF EACH WEEK. 

















Value in France of 100 pesetas in Spanish bank notes pe ee 
(1898) | ae oe the — 
Month | First | Second | Third | Fourth | Fifth + mg use 
ee oe 
January | 74-94 74.84 74-94 74-94 | sees 1235 
February | 75-14 74-94 75-04 S446 | sees 1249 
March 74.13 71.91 71.61 71.10 | 70.39 1256 
April | 70.09 68.07 61.35 | ee 1290 
May | 47-39 55.24 52.91 eS ae 1305 
June | 54-70 55.86 53-76 53-19 | 54.94 1322 
July | 54.05 58.47 58.13 Seas Ff ewes 1384 
August | 59.90 65.90 61.91 60.06 Stas 1394 
September | 60.69 61.49 61.53 64.20 63.89 1409 
October | 66.75 64.75 














unit of value is depreciated we see Spain take up her position in 
advance of the Argentine Republic and of Brazil but behind 
Italy, Chile, Greece, and Portugal.*. Spanish paper money, like 
Spanish silver coin, is now no more than a sort of algebraic vari- 
able always fluctuating, always uncertain, delivered over to the 
caprices of daily rising or falling, and generally of falling, quo- 
tations. 

We must not forget that there are on both sides of the 
Atlantic certain persons whose theories, and actual proposals, 
have as an ideal a state of things where there is a great deal of 
money in circulation, too much money even—as much money 
as possible, whatever be its quality. Some reasoners will even 
tell us, or rather have a thousand times told us, that one source 
of a nation’s superiority lies in the use of a currency inferior in 
quality to that employed by countries competing with it. May 
it not be that the bimetallic leagues will be tempted to use, as an 
argument in support of their favorite thesis, the upward swing 
which Spanish trade with foreign countries seems to have taken 
since 1895? 


* According to latest advices (October 13) the depreciation in foreign exchange 
amounted to 8 per cent. on Italian, 23 per cent. on Chilean, 31 per cent. on Greek, 32 
per cent. on Portuguese, 35 per cent. on Spanish, 60 per cent. on Argentine, and 67 per 
cent. on Brazilian paper. 
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The following table is of a kind likely to give them pleasure : 


FOREIGN TRADE OF SPAIN. 


(Millions of pesetas) 


Year Imports Exports Imports eee Exports 
1891 gol gi! SP 10 
1892 799 716 83 

1893 751 697 54 

1894 779 669 110 

1895 704 693 II as 
1896 749 892 143 
1897 793 925 132 


But, beside the fact that the very fall in the value of the 
peseta itself explains a part of this movement, it must be borne 
in mind that Spanish statistics include, in these totals, both the 
imports and the exports of the precious metals coined and 
uncoined and that exportation finds in this way a source of 
increase which would scarcely afford ground for self-congratu- 
lation. 

GOLD AND SILVER IMPORTED AND EXPORTED. 
(Millions of pesetas) 


Excess of 
Year Imports Exports Imports Exports 
1895 25 42 ua 17 
1896 103 140 a 37 
1897 144 172 wa 28 


Furthermore, were the argument to be advanced that there 
was in fact an increase in sales and a decrease in purchases, the 
reply would naturally be made that this is, unfortunately, what 
occurs in the case of any commercial house that is obliged to go 
into liquidation. There are already in Spain some prices whose 
rise has been in proportion to the decline in the value of the 
monetary unit. Inthe case of some others this return to an 
equilibrium is not yet an accomplished fact. It is likely that 
workmen who were receiving two pesetas a day when the peseta 
stood at par are not now receiving three although the peseta has 
lost one-third of its value. Owing to this cause the cost of pro- 


duction of certain articles may have been lightened. This, how- 
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ever, could be only a temporary phenomenon and in any event 
we could scarcely recognize an economy realized at the expense 
of laborers as an economic benefit. The most striking illustra- 
tion of existing evils is found in the situation of the railway 
companies and it is from a study of these companies that we may 
see to best advantage all the injury that may be worked through 
the pretended benefits of bad money. 

Spanish railways are exclusively the work of French engi- 
neers and of French capital. France has devoted to them capi- 
tal to the amount of 2000 millions of francs. Now, inasmuch as 
it has been, by the terms of the law, forbidden to increase the 
rates which can be charged on passengers and freight, the result 
is that the companies, although they have to pay the interest 
upon their capital in standard money, must receive their income 
in bad money which suffers a progressively increasing deprecia- 
tion. The just complaints of the roads having never produced 
any effect, despite the fact that the government has more than 
once held out hopes to them, the outcome has been that not 
only is there no longer any dividend for distribution to stock- 
holders, but the North-Spain Railway Company, for instance, 
has been forced to refuse to the holders of its obligations full 
payment of what was due them. If we compare current quota- 
tions with those which ruled in 1881, it appears that the stock 
of the North-Spain Railway Company has fallen from 725 francs 
to 77, while the first-mortgage bonds have sunk from 363 francs 
to 222. No doubt the traveler who reaches Irun or Portbou on 
the Spanish frontier with gold in his pocket is well pleased to 
know that his twenty-franc piece when exchanged for pesetas 
will, under existing circumstances, carry him over more kilo- 
meters on the railways of the peninsula than it would otherwise 
have done; but no intelligent man will fail to recognize that this 
is buta very slight offset to the bad turn which Spain has in this 
way, during a period of ten years or more, served those who 
trusted her. ‘ We have here,” says M. Raphael-Georges Lévy* 


*See in the Annales de Ecole des Sciences Politiques, 1897, the monograph by 
M. Lévy upon Spanish Finance. 
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with much truth, ‘as clear a demonstration as one could ask of 
the results of the depreciation of Spanish exchange— results 
which may be termed disastrous.’ At all events we should 
consider far from enviable the situation of a country where 
undertakings of public import were so hampered by state regula- 
tions as to make it impossible for them to meet their obligations. 

In view of all this, it is but too plain that Spain is the first 
victim of the financial aberrations of certain persons who seem 
to have resurrected for current use the old plate from which 
were printed the assignats. It requires no more than an elemen- 
tary computation to see that in a country, where there are 
already about 1000 millions of notes in circulation, the govern- 
ment, by increasing this volume by a tenth (if it consequently 
increases the loss on exchange by 10 per cent.) likewise adds 
100 millions additional to its debt without increasing the value of 
its paper. In order to act honorably, it is necessary that Spain 
should some day put itself in condition to redeem at par both 
all the depreciated notes with which it has filled its vaults, and 
all the warrants, obligations, and bonds which have been used in 
guaranteeing the issue of the notes. Such a total liquidation, 
in the course of which the treasury would be required to pay 
back on all sides more than it had received, would require an 
enormous exertion. Let us not ask the impossible. Let us 
only beg the royal government to count among the most pres- 
sing of its duties, national and international, the rehabilitation of 
the Bank of Spain, which is ready to sink beneath the weight of 
the burdens with which the state has overloaded it. In order 
permanently to restore it, it is necessary to bring about a con- 
traction of the note currency by at least 50 per cent., and to 
preface this step by the restoration of the peseta to full stand- 
ing, for the purpose of preserving the public credit. The true 
interests of the United States are here precisely similar to those 
of Spain. In Madrid as in Washington, the motto of those who 


govern ought to be: Sound Money. 
A. DE FOovILLE. 


Paris, October 1898. 





SOCIALISM IN FRANCE.’ 


In spite of the overwhelming defeat of two of their leaders, 
MM. Jules Guesde and Jean Jaurés, the votes gained by the soci- 
alist candidates —even allowing for the large conservative vote 
which came to them through a political deal— show that their 
doctrines have many adherents in France. If one remembers, 
furthermore, that since the municipal elections such cities as 
Lille, Roubaix, Marseilles, Roanne, Cette, Montlucgon, have had 
socialistic councils,’ it must be admitted that the party, though 
far from having power to enforce its wishes, is one of which it is 
well to take account, and one whose teachings and whose ten- 
dencies are worth studying 

While the term “socialism” was used, for the first time in 
France, in 1833,3 and its teachings had forerunners much earlier, 


it is only about twenty years since socialism assumed any great 
importance in France. Under the Empire, as in the period end- 
ing with the overthrow of the government of the 16th of May, the 
struggle at first for liberty, then for the maintenance of the repub- 
lican régime, scarcely left time for the development of social 
theories. But in 1877 MM. Jules Guesde and Lafargue began 
to disseminate in France the ideas of Karl Marx: the class 


* Translated from the French manuscript, by Henry Rand Hatfield. 

In addition to the citations given in the course of this article, the following works 
have been laid under contribution: ARCES-SACRE, Lots Socialistes; MAURICE BLOCK, 

elit dictionnaire politique et social; DE LAVELEYE, Le socialism contemporain; YVES 
Guyot, La tyrannie socialiste; JULES HURET, Enguéte sur la question social en Europe; 
CLAUDIO JANNET, Le socialisme d’Etat et la réform social; PAUL LEROY-BEAULIEU, 
La question ouvritre au XIXe siécle; ANDRE LiESSE, La question social; FERNAND 
NANDIER, Le socialism et la révolution; VILFREDO PARETO, Cour d’ économie politique. 
Periodicals: Journal des économistes, Revue d ‘économie politique, Revue politique et 
parlementaire, Monde économique, Bulletin de l’ office du travail. 

? Except at Paris the municipal councillors elect from their own number the mayor 
and assistants. These represent, therefore, the opinions of the majority of the 
council. 

3By Pierre Leroux, though the priority of its use is claimed by L. Reybaud. 
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struggle, the fatal evolution towards collectivism ; making use 
in this campaign of trade syndicates (syndicats professionnels),* 
organizing congresses,’ instigating strikes,3 and gradually suc- 
ceeding in gaining political power. But at length as the party 
became organized, and its adherents more numerous, divergent 
tendencies appeared, culminating in a violent rupture. 

At first the socialists acknowledged only the extreme revo- 
lutionary party; but, by an easily understood evolution, while 
some still emphasized such doctrines, going to the verge of 
anarchy, others recognized that the conquest of political power 
was the only possible means whereby the demands of the 
party might prevail. Between these contradictory tendencies 
a division occurred. Appearing in several congresses, it 
reached a climax at the Congress of London, and resulted in 
bitter controversies between the Guesdists, who stood for the 


* The law of March 21, 1884, recognized and regulated the existence of trade 
syndicates, which had been merely tolerated under the provisions of the law of June 
14-17, 1791. Distinction is made between workingmen’s syndicates (syndicats ouvriers), 
masters’ syndicates (syndicats de patrons), and mixed syndicates (syndicats mixtes) con- 
taining both masters and workmen. The above mentioned law permits these trade 
syndicates or unions the right of free association, without special authorization by the 
government, even when composed of more than twenty persons, provided these are 
engaged in the same trade or in similar employments. These syndicates are exclu- 
sively for the purpose of studying and protecting economic interests, manufacturing, 
commercial and agricultural. Federations may be formed between syndicates, but 
these cannot hold real estate, nor appear in court. The syndicates, however, have 
this right; they may hold the real estate required for their meeting places, their 
libraries and their trade schools. In accordance with the provisions of the law they 
may, without further organization, form among their membership special funds for 
mutual aid and for pensions, and can freely establish and conduct offices for furnish- 
ing information regarding the supply and demand of labor. 

? Since 1876 there have been each year one or more congresses, that of Montlugon 
being called in September of that year. The questions discussed are: the position 
of the labor party, recent legislative elections and their results, the candidates elected 
by the party to the chamber and in the rural districts, the central and federal organi- 
zation of the party, the propaganda and means for making it more effective. But the 
chief aim is to secure, if possible, the union of the various factions of the socialist 


party. 

3Anzin (1878 and 1884), Roubaix (1880), Besstger (1882), Decazeville (1886), 
Paris (888), Amiens (1888 and 1893), Carmaux (1892). All these strikes gave rise 
to acts of intimidation, and some were the occasion of serious disturbances, which 
unhappily were not suppressed with sufficient energy and promptness. 
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conquest of political power, the Broussists, who aimed especially 
at the municipalization of public services, and the Allemanists,* 
with whom the acquisition of political power is only a bait and 
who compel the deputies or councillors elect to pledge them- 
selves to obey instructions and to deposit with the committee their 
resignations in blank, an arrangement which places them entirely 
at the committee’s disposal. Serious disagreements were also 
caused by the Boulangist episode, since among the socialists, as 
elsewhere, personal preferences and struggle for office have often 
caused party interests to be neglected and relegated to a second 
place. 

However, despite the very real dissensions among them, the 
socialist deputies have shown great cohesion in the Chamber, 
keeping in perfect accord and, by that very fact, coming to pos- 
sess a substantial influence. Their alliance with the radical 
party even had the result that under the Bourgeois ministry 
they persuaded themselves that they had gained control and 
that, some fine morning, France would awake collectivist, as she 
awoke republican in 1870. Naturally the bills presented by the 
socialist deputies, and supported, with undeniable talent, by 
their orators, merely reproduced the party programs: an eight- 
hour day, international legislation on the subject of labor, work- 
ingmen’s pensions, freedom of association, etc. At times, also, 
they overshot the mark, as in the bill for free bread, proposed 
by M. Clovis Hugues, the effect of which would have been an 
additional tax, for Paris alone, of 154 millions. 

The acts of the city councils are more difficult to understand, 
since there is often a lack of complete data. However, it seems 
that, if not all, at least the majority, have thought that compen- 
sation ought to be granted to municipal councillors; they have 
often added to the number of officials, they have increased the 
cost of public works by substituting state construction for the 
contract system, and have in certain cases shown undisguised 
favoritism. Then, it must be admitted that they have rarely 


* These names are derived from those of the party leaders: Guesde, Brousse and 
Allemane. 
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neglected the opportunity of entering into a conflict with the 
departmental or central government, seeking by all possible 
means to increase their own powers, or rather refusing to 
acknowledge any superior authority competent to control their 
actions. 

This tendency to disregard all legal restrictions is, however, 
not peculiar to the socialist municipal assemblies, as is shown by 
the history of the Labor Exchange (Bourse de travail). Estab- 
lished in quarters furnished by the city of Paris and provided 
with a budget of 154,000 francs, it soon became the home of 
the revolutionary propaganda. Most of the syndicates which 
met there had no legal standing, not having conformed to the 
provisions of the law of 1884.7 When legal demand was made 
of them, these syndicates refused to conform to the law, and the 
circumstances were such that, in 1893, after several evasions, M. 
Dupuy, then minister, closed the Bourse. It has since been 
reopened, the syndicates having consented to do what was neces- 
sary. 

From another point of view, the action of the syndicates 
has furnished ground for just criticism. Their directors have 
often given evidence of a spirit of extreme protectionism and 
exclusivism, compelling workmen, even by boycotting, to become 
members, demanding of employers the discharge of non-union 
laborers,? and exerting every effort to bring it about that the 
employment of labor could be effected only through their 
agency. . Most of these demands are reproduced in the bill of 
Bovier Lapierre, which would impose an imprisonment, of from 
ten days to one month, and a fine, of from 100 to 2000 francs, 
on employers found guilty of interfering with the operations of 

* Filing of the rules and the names of the officers at the mairie, or, in the case of 
Paris, at the prefecture of the Seine; renewal to be made with each change of 
management or modification of the rules; copies of these to be sent to the procureur 
of the republic by the maire or by the prefect of the Seine; provision that all the 
officers or directors of trade syndicates must be Frenchmen and in possession of civil 
rights. 

?On various occasions the courts have awarded damages to workmen who 


were the victims of such procedure. 
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a trade syndicate. This bill was passed by the chamber, but was, 
fortunately, defeated in the senate. 

The efforts of the socialist party have not been confined to 
propagandism and electioneering. Two attempts at socialistic 
organization have been tried, but under conditions which pre- 
vented their success. At the time of the Richarme strike, a 
glass factory, called the Verrerie Ouvriére, was started as a 
co-operative society. In spite of sacrifices of all kinds con- 
sented to by the workmen, bankruptcy was delared in 1892, 
with liabilities of 510,000 francs and assets of 355,000. Atthe 
time of the bankruptcy another glass factory was established, for 
the purpose of giving employment to the workmen discharged by 
M. Rességnier, and, if possible, of ruining him by excessive 
competition. Capital was secured from a gift of 100,000 francs, 
from other private gifts, from a subscription by the municipal 
council of Albi, and from a lottery, with tickets at 20 centimes 
established by the stock committee. We are not further con- 
cerned, at present, with this co-operative society ; the profits, 
after the deductions provided for in the regulation, are devoted 
entirely to the cause of the proletariat. The management of the 
factory was the occasion of a fierce conflict between the Gues- 
dists and the Allemanists, in which the latter were victorious, as 
the statutes provide that: ‘In the management of the glass 
works, the largest liberty is allowed to the workmen, the pro- 
ducers being entitled to be masters and to direct the work as 
they see fit.” One may well doubt if this enterprise, so preten- 
tiously announced, will not soon share the fate of the Verrerie 
Ouvriére. It is true that in case of success the sentiment of 
solidarity seems to vanish, the older members no longer being 
willing to share profits with new ones. This was the cause of 
the suit between the miners of Gien and the miners’ syndicate. 

More recently, but with no less ardor than those of whom we 
have spoken, the Catholics have, in their turn, busied them- 
selves with social questions, some bringing to the discussion a 
boldness which the most uncompromising socialists would not 
disavow. Naturally, the Christian socialists, of whom M. de Mun 
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is the most striking figure, not looking at the questions from the 
same point of view, do not reach the same solutions as MM. 
Guesde and Lafargue. But they, too, consider that in the present 
condition of industry and of labor some radical reforms are 
necessary. The means employed differ but little: congresses, 
Catholic workingmen’s clubs and the propaganda by public 
addresses and through the press are alike used. Among the 
Catholics too, dissensions have arisen leading to controversies 
quite as bitter in spirit, though more courteous in form. 

In a country of universal suffrage, where the majority rules, 
the success gained by the socialists and the reception given to 
their theories in labor centers could not pass unnoticed. The 
study, or at least the consideration, of what is called the social 
question is imposed on all who canvass for elective offices, and 
they are compelled to promise to support the demands of their 
constituents. Deputies and Senators, obedient to these con- 
victions—new, but nevertheless legitimate, if sincere—have 
formally or informally gone over to radicalism. By a process of 
evolution they have ended by swelling the ranks of the socialists, 
to whom they have brought no mean support. To cite a marked 
instance, the defeat of M. Goblet at the recent election signifies, 
perhaps, that this change of face has not obtained universal 
approval. 

But aside from that, many other deputies and senators, 
whether to maintain their popularity or for some other reason, 
have said that social reforms were necessary. Finding socialists 
among churchmen as well as among free-thinkers, and holding 
that governments, both abroad and in France, should in all 
circumstances declare that social questions deserve all their care, 
they have given the support of their votes to purely socialistic 
proposals. Thus they assist in giving to the party an ever 
increasing influence, the act of supporting its measures being 
tantamount to an admission that the criticisms are just and that 
the innovations demanded are necessary. 

To read certain lucubrations, to hear some of the addresses 
in congresses or public meetings, one would be tempted to believe 
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that anarchy was only advanced socialism, and, consequently, 
that socialism should bear the responsibility of the well-known 
crimes of anarchy. Nor would that bea real injustice. Cer- 
tainly the theories promulgated by collectivists approach in 
more than one point those of the anarchists. Like them, they 
sanction violent means, the employment of force,—‘‘the mid- 
wife of society,” to use the expression of Karl Marx — deeming 
that only revolution will permit the realization of their ideal.* 
Like them they reject the idea of “ fatherland,” frontiers being 
regarded as mere geographical obstructions,? a theory which 
the socialist repudiates, holding aloof from those whom they call 
‘‘ sans-patne.”” But in the social organization for which they 
hope, the collectivists admit a social obligation, a subordination 
of the various members of society, differing in this from the 
anarchists who resent all restraint. 

* Those also who call themselves simply socialists think that revolution is necessary 
for the triumph of their ideas, but without wishing to attach to this word the meaning 
which it ordinarily bears. ‘That which, essentially, constitutes a revolution is the 


breaking of existing law. This is the sole element required to constitute it; all the 
rest is immaterial. Unfortunately, one is too prone, generally speaking, to think that 


the word revolution necessarily implies the execution of persons or the destruction of 
property. These are catastrophes which socialists, as far as lies in their power, seek 
to avoid; for they know that excess in one direction provokes a movement in the 
opposite direction, and they do everything not to compromise their work by causing a 
reaction.”—GABRIELLE DEVILLE, Principes socialistes. 


2 “What are frontiers? An invention of savages, brutal, predatory, carnivorous, 
who, living in a perpetual state of brigandage, leagued themselves in hostile tribes, 
within slaughter-pens which pompously took the name of fatherland. These little 
lairs of savage hordes were full of heroes whose glories consisted in killing, that is to 
say, in murdering, their neighbors so unfortunate as to be born across the frontiers, 
These furnish an exact image in miniature, of those horrible fatherlands which are 
in reality only the galleys of the masses and the fruitful property of the rich.” —HENRI 
Brissac, Hésumé populaire du socialisme. 

On the other hand, M. Gabrielle Deville expresses himself quite differently: “To 
protect, as far as possible, whatever independence remains to them as laborers, work- 
men are led by circumstances to become cosmopolitan, but whenever their independ- 
ence as Frenchmen is imperilled they should be exclusively patriots, and that, too 
when there is no immediate danger, if the strengthening of the national defence is in 
question. .... To sum up, cosmopolitans in relation to their fellow workmen, 
when the interests of labor are at stake in time of peace; patriots and Frenchmen 
before all, should France, our Fatherland, ever be in danger of war, thinking ever of 
duty, such, laborers and socialists ought to be.”—Principes socialistes. 
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Divided on all these points, the different schools of socialists 
unite in attacking capitalism, which they hold responsible for all 
the wrongs, for all the sufferings of labor. In the utterances of 
M. Benoit Malon, of M. Guesde, of M. Gabrielle Deville, in the 
programs drawn up in congresses, and in the party manifestos, 
capitalism is always charged with all the deadly sins.* The 
remedy lies, of course, in the suppression of capitalism, in the 
nationalization of the means of production; land, factories, 
ships, banks, credit, etc.; and expropriation which alone can lead 
to this, is looked upon as natural, as an evolution, fatal to pres- 
ent society,? but destined to lead to the emancipation of labor.3 


*“On such an occasion, the capitalistic machine quickens its activity, devouring 
small capitals; small employers, small merchants, small landholders are each year, in 
Europe and America, dispossessed by millions. The monster seizes them by usury 
or by competition, in a grip of iron, strips them, ruins them, and hurls them despairing 
into the ranks of the proletariat, thus continually swollen and rendered ever more for- 
midable, more discontented. It is evident that capitalistic production is harmful even 
to its own development. It is the murderer of the mass of producers, the despoiler of 
the middle and small éourgeosie, and incapable of directing the productive forces 
which it has called into being.” — BENOIT MALON, Précis_ de socialisme. 

“The proprietary class not only divests itself of all social usefulness, but it becomes 
even harmful by its exclusive appropriation of personal profit. Harmful it is too 
for the whole system of social production, which the inordinate pursuit of profits 
exposes to disastrous disturbances, to periodic crises, which engulf trade and continue» 
through bankruptcies and hard times, as long as the markets are closed. But it is 
especially harmful to the body of workmen, worn out during the busy season and 
utterly miserable in times of crises.” —GABRIELLE DEVILLE, Principes socialistes. See 
also: Lecollectivisme au Palais Bourbon, a speech in the chamber of deputies, by M. 
JULEs GUESDE., 

7“ Communism no longer exists merely in the heads of thinkers and in the dreams 
of those yearning for peace and happiness. It appears in economic realities, it sur- 
rounds us with its industries and agriculture, it entwines us with its customs and insti- 
tutions, it imperceptibly transforms the minds of men, and stirs up the wretched masses 
of the proletariat. Communism exists in the state, it is latent in the depths of the 
economic world, and it awaits only the fatal hour of revolution to appear on the social 
scene.” —P. LAFARGUE, La propriété. 

3“ While the means of production and labor itself are not united in the same hands, 
the former will preserve the characteristics of capital, that is, to exploit the laborer 
and to squeeze work out of him for which it will not pay. .... When capital 
has been embodied in the form of instruments, the collective means of production and 
labor itself cannot be united in the same hands save by the transformation of capi- 
talistic property into social property, of capitalistic production into social production. 
Assisted by the economic facts of the present society, this transformation, the sociali- 
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Nevertheless in a country like France, where land is so much 
divided, where so many own their own homes and the soil 
they cultivate, such socialization —expropriation disguised under 
an euphemism — could not but meet with a cool reception. So, 
by a wise exception, those whose fortune does not exceed a cer- 
tain fixed sum, are to retain possession until the time when, con- 
vinced of the superiority of the collectivist régime, they shall 
voluntarily agree to its program.* Under the régime thus 
established competition disappears, commodities are delivered 
by the administrative officials in return for labor checks, money 
is done away with, and the value of commodities is estimated in 
hours of labor.?, As the settlememt of all accounts will be 
accomplished by a system of liquidation, analogous to that of 
the clearing house, but carried on in terms of labor and labor 
products, all commercial institutions, such as markets, bourses, 
etc., will be abolished. 

Awaiting the time, doubtless far distant, when all these ideas 
can be realized, socialists present a series of demands designed 
to mitigate the present state of affairs, and slowly but surely to 
prepare the way for the desired socialization. The agricultural 
program, formulated at the Congress of Nantes,3 and the 
program of the working men’s party, drawn up at the Congress 
of Marseilles in 1879 and successively ratified and amended at 
various congresses, recommend that the functions of the trade 
zation, under collectivist influences, of the means of production, is possible, and it is 


apparently the only practicable means of emancipating laborers and society as a 
whole.”—G. DEVILLE, Principes socialistes. 


*“ But no expropriation shall be ordered of small agricultural holders who culti- 
vate their own plots of ground, nor of small artisans who use their own tools, nor of 
petty tradesmen who themselves buy and sell merchangise. And should they. in addi- 
tion own a limited amount of ‘ pseudo-property,’ such as stocks, bonds, government 
annuities, etc., they thall be reimbursed at a fair valuation. Laborers will be exempt 
from the socialization as long as they wish, or rather as long as they believe it to be 
to their advantage.” — HENRI BrRIssac, Résumé populaire du socialisme, 

*If for example — as Marx has expressed it —a country needs 20,000 hectoliters 
of wheat and employs in its production 100,000 days labor—socially organized — 
each hectoliter would be worth 4,%9° = 5 days of socially necessary labor time. — 
Quintessence of socialism. : 

3 For the text of this Agricultural Program, see Appendix p. 141. 
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syndicates and of the labor exchanges be extended and 
strengthened; that a demand be made for the relegation of all 
public services to the communes; that support be given to all 
measures leading to state assumption of all or part of what they 
term capitalistic monopolies, banks, mines railroads, etc.," and 
that burdens of all kinds be laid on capital, progressive taxes, 
inheritance taxes,etc. Atthe same time they censurethe tendency 
toward the “ Providential state” a state which without establish- 
ing a collectivist society, shall regulate, by delegates chosen 
according to existing methods, the work of each citizen, which 
shall assign to him his place in the social structure, determine 
his sphere of activity and his daily task, control education, assume 
the maintenance and instruction of children, attend even to the 
kitchen,’ and fix the price of goods sold in the great social bazaars, 
a happy organization, where each from birth to death is guided 
by the state, and where nothing is lacking save liberty. They 
demand that the state, such as it now is, shall fix a shorter work- 
ing day, a minimum wage, workingmen’s pensions, that is to say, 
that it shall begin the réle of tutelary divinity which it is to play 
in the future. 

It is not surprising that the spirit of revolutionary change, which has so 


long been predominant in the nations of the earth, should have passed beyond 
politics and made its influence felt in the cognate field of practical economy. 


*“ The essential thing is to restore to society what belongs to society, and to trans- 
form into public service every organization for production or transportation which 
might become a monopoly. After the great credit institutions, after the mines and 
quarries, the railroads and canals, it will be proper to take over mineral springs, still 
in private hands, oil wells, and, in general, all subterranean riches. Then should 
come the socialization of marine transportation, of insurance, of local systems of land 
clearing, drainage, irrigation, reclamation of swamps, forest planting; dyking of streams, 
and improvement of water,courses. It is equaily necessary to place under the control 
of the state, dock-yards, great factories, and, large iron works, as soon as they shall, 
by virtue of their magnitude, become monopolies. What is true for the state is also 
true for the commune, which also ought to transform into public enterprises all 
monopolies within its jurisdiction."—BENOIT MALON, Précts de socialisme. 

2“ Tf you wish a cabbage soup you will write your order and put in it a pneumatic 
tube running to your house. It will be conveyed to the great neighborhood kitchen, 
and very soon you will have your soup steaming hot. But generally you will prefer 
to take your meal in one of the social restaurants, either in a public or a private dining- 


room.”—-—-HENRI Brissac, Za soctété collectiviste. 
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The elements of a conflict are unmistakable ; the growth of industry, and the 
surprising discoveries of science, the changed relations of master and work- 
men, the enormous fortunes of individuals, and the poverty of the masses, 
the increased self-reliance and the closer mutual combination of the working 
population, and, finally, a general moral deterioration.* 


These lines which begin the famous Encyclical of Leo XIII 
explain why the primate of Christianity thought it necessary to 
speak on social questions, to profess himself a socialist as M. 
Henri Brissac ironically puts it. A form of socialism, however, 
very different from that of which M. Brissac has given us an 
outline; one which considers that private property is one of the 
natural rights of man, which vests in the church the only power 
competent to ameliorate the condition of the people, which posits 
as its first principle that man ought to bear his lot in patience, 
which enjoins the patronage system, that is to sav enjoins on 
the employer the fulfillment of the duty to treat his workmen 
as a father treats his children, which permits, though within narrow 
limits, state intervention,? and which above all commands a return 
to ancient guilds organized in such a way that they should 
‘furnish the best and most suitable means for attaining what is 
aimed at, that is to say, for helping each individual member to 
better his condition to the utmost, in body, mind, and property.’ 
These associations are to settle disputes between masters and 
workmen and to take the proper means to mitigate the effects 
of shut-downs, of sickness, of old age, to discuss the rate of 
wages and to fix in each industry the length of the working day. 

Far from relegating to the state the care of bringing up and 

Citations from the Zcyclical are here given in the words of the official English 
version. [Translators note. ] 

2“ Rights must be religiously respected wherever they are found ; and it is the duty 
of the public authority to prevent and punish injury and to protect each one in the 
possession of his own. Still when there is question of protecting the rights of individuals, 
the poor and helpless have a claim to special consideration. The richer population 
have many ways of protecting themselves, and stand less in need of help from the state ; 
those who are badly off have no resources of their own to fall back upon, and must 
chiefly rely on the assistance of the state. And it is for this reason that wage-earners, 
who are undoubtedly among the weak and necessitous, should be specially cared for 


and protected by the commonwealth.” — Encyclical, 
3 Encyclical. 
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educating children, the Christian socialists wish still farther to 
strengthen family ties, to protect the home, and to modify the 
provisions of the civil code in such a way as to harmonize the 
three following interests: respect for parental authority, the 
unimpaired transmission of the patrimony in which the family 
traditions are embodied, and the welfare of the children. At the 
same time the restrictions and the charges imposed on the small 
proprietor ought to cease, and an adaptation of the homestead 
law should exempt the home from seizure. Christian socialists 
also regard capital as harmful, but instead of demanding expro- 
priation, pure and simple, and the nationalization of the means 
of production, they propose a modification of the system of 
joint-stock companies, so that each shareholder, not each 
share of stock, shall have a single vote. Mutual credit societies 
should also be promoted; and state loans, since they are an 
important factor of the money power, must be decreased and 
paid off. This is to be accomplished through a change in the 
political system, so that representation shall be based on cor- 
porative organizations. Consequently the trade which each indi- 
vidual follows will be represented, and in such a manner as to 
safeguard all rights and interests.‘ The trade or corporative 
associations are to be the most important factors in the new 
organization. 

They shall undertake the tasks which the state now performs at great 
expense and at the cost of stifling all initiative. They shall stem the rising 
tide of bureaucracy, which daily extends its conquests, and whose power, 
increasing under the pretext of strengthening the state, weakens society. 


“Tn place of a mechanical, bureaucratic administration, which stifles all true liberty, 
to substitute a living organism, in which each organ enjoys relative autonomy, limited 
only by its purposes, freely exercising its functions with a view to the general welfare ; 
instead of a moribund parliamentarism, which is but a confused, disordered expression 
of conflicting opinions, passions and appetites, to establish a system of representation 
based on the rights and interests of the various groups which, organized and coérdi- 
nated, make up the nation ; such is the end we seek to reach, and to which the country, 
after a century of suffering and agitation, unconsciously aspires.”— “ Socialisme 
chrétien” in Nouveau dictionnaire d'’économie politique. 

It is well to note that this article was inserted in the dictionary for the sake of 
scientific impartiality; but that certain political and economic theories, therein enun- 
ciated, called forth some express reservations on the part of the editors. 
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Such a régime will make of the nation a living body of which each member 
has its individual existence, not a piece of lifeless mechanism dependent for 
motion upon a central power whose claims seem the more excessive as its 
haphazard structure provokes the greater distrust." 


The definition of state socialism: The introduction of social 
reforms into the organization of the state without fundamentally 
disturbing the legal and political institutions of the present order, 
sufficiently indicates the goal sought.? But according to the 
partisans of this form of socialism, the desired goal can be 
reached only by direct, positive interference of the state. This, 
while correcting actual abuses and protecting the feeble against 
the strong, comes at length to protect the individual against 
himself, to protect him even where protection seems useless 
In drawing a distinction between pure socialism and state social- 
ism, one may say the former tends to produce a society of slaves 
to the state, the latter merely a society of minors, of whom the 
state is guardian. Recognizing in its very principles the neces- 
sity of the state, whatever the form of government, state social- 
ism recognizes, as well, the principle of private property and of 
the family, and rejects all thought of leveling down, of redi- 
vision of goods, or of holding them in common according to the 
collectivist theory. 

In France, where the idea of paternal government (E¢at Prov- 
idence) is so deep-rooted, state socialism claims many adherents. 
Propositions which are deduced from such a theory are sup- 
ported by socialists of every school, by some as means towards 
an end, by others as being in harmony with their own theories. 

*“ Socialisme chrétien,” Mouveau dictionnaire da’ économie politique. The social 
theories of the Christian socialists are by no means held by all French Catholics. On 
the contrary many Catholics protest against the doctrines which demand constant 
intervention by the state. They expect the remedy for present evils to come from 
intelligent private initiative, and ask of the state merely that it shall not hinder this 
initiative, but grant to all the greatest freedom. Such is the programme of the Société 
Catholique d’ Economie Politique et Sociale, which has had for its presidents Bishops 
Treppel and D’Hulst. 

2M. Gabrielle Deville —accurately, it seems to me —defines such movement 


as “a more or less thorough infiltration of socialism into the state.” — Principes 
socialistes. 
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Just as the state is asked, by means of a customs tariff, to give 
to merchants, manufacturers, and farmers, profits which their 
occupations do not succeed in gaining for them, so in the social 
order the state is asked to intervene in labor compacts, to make 
good the lack of foresight, to prevent every abuse—a tax being 
laid to furnish the necessary resources should occasion arise.* 
And many of those who vehemently reject the collectivist the- 
ories hold those reforms possible, even desirable, which allow 
the state to take over the larger number of enterprises, and as 
a part of the same idea, those which permit municipalities to 
undertake and direct whatever may, in any way, give rise to a 
monopoly. 

Socialism, with or without any modifying term, is imbued 
with the doctrines of Karl Marx and Lassalle; the Christian 
socialists have a program closely resembling that of the Ger- 
man Catholic socialists, and state socialism is an application of 
the theories of the German economists who are called “social- 
ists of the chair.’’ These theories have few adherents in France 
among professional economists; they are found, however, among 


members of the political organizations —among those who, to a 
greater or less degree, are dependent on popular suffrage. 


To give to workmen a picture, painted in rather dark hues, of 
their position, placing beside it all the advantages of wealth; to 
tell them that the luxury which dazzles them can be obtained 
only by their spoliation, to promise that with the socialist régime 
they in their turn shall have every advantage; to tell those who 
possess nothing that they shall then have their share, easily 
exaggerated, of the social wealth; to persuade agricultural 
laborers, small cultivators toiling painfully on their plot of 
ground, that the collectivist régime will ameliorate their condi- 

* One may cite in this connection the law relating to trade associations (1884); to 
the commission on the security of mine operatives (1890); the establishment of the 
Conseil Supérieur du Travail (1891); of the Office du Travail (1891); the law relating 
to the labor of children, girls, and women, in factories (1892); relating to the health 


and security of workmen in factories (1893); to the funds for aiding and pensioning 
miners (1894); to labor casualties (1898). 
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tion, placing at their disposal means of cultivation which only 
the rich can employ ; to exalt to the extreme the sentiment of 
equality, which is often only envy of those whom one knows or 
believes to be his superiors ; all this brings many partisans to 
socialism. But it gives rise, as well, to class antagonisms, to 
hatred, all the more formidable because hidden, and to acts of 
violence whenever any circumstance occasions an explosion. 
The continual recourse to the state, the carefully fostered belief 
that it alone can solve the social question, that it alone can apply 
the remedy to the present evils, tend to destroy all energy, to 
annihilate all initiative. The result is that votes are given to 
those who make the most attractive promises, which can only 
lead to bitter disappointment. 

Nevertheless one cannot say that all that the socialists have 
done is harmful, that their writings, their addresses have done 
nothing but disseminate the seeds of evil. That would bea real 
injustice. Without doubt the picture drawn by them is wilfully 
distorted; their criticisms of society are often more vehement than 
just. But they have pointed out existing evils; they have called 
the attention of all to unappreciated suffering ; they have caused 
the relations between capital and labor to be stated more precisely 
than ever before. If they have not been able to indicate the 
remedy they have at least pointed out the evil. They have also 
shown to all the importance of solidarity, the strength which 
comes from union, and having proved it in politics, they are at 
least trying to make proof of it in the economic sphere. With 
greater self-reliance, understanding their power when united, 
the working men will find in association the means for bettering 
their condition—the rest being done through private initiative. 

On what may be done by private initiative will depend, we 
think, the future of socialism. The near approach of a collec- 
tivist régime, notwithstanding its promised advantages and the 
resultant social improvements, is not now to be feared, any more 
than one is to look for an application of the theories of the 
Christian socialists. No‘sentiment is stronger in France than 
that in favor of private property. The spirit of economy, one 
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may say of foresight, is too well developed for the communistic 
régime not to encounter a formidable opposition; nor, on the 
other hand, is Christian socialism more likely to prevail. The 
establishment of guilds with their strictly drawn rules, the 
restraints which would ensue, and the duty of religious observ- 
ances—these too grievously offend the spirit of liberty in the 
majority of workingmen. But the same is not true of state 
socialism. One may fear that, through one concession after 
another, we may by experience learn, in part, what a collectivist 
society would be. We may be made to understand better what 
would be the cost of state exploitation, the experiment, of 
course, being at the expense of the taxpayers. 

Against such tendencies a reaction may and should be pro- 
duced by private initiative. This may appear in many forms; 
in mutual credit associations ; in consumers’ co-operation —as yet 
not common in France, though its marvelous results may be 
observed in neighboring countries; in productive co-operation, 
more difficult but not impossible to establish; in profit-sharing, 
which in many cases can ameliorate the present condition and 
assure the future of workingmen; in the establishment of local 
associations to insure against old age, shut-downs and sickness; 
in an increase in the number of workingmen’s houses, with pro- 
visions for speedy purchase by the occupants; in the founding 
of créches, orphanages, lying-in hospitals, and asylums; in a 
word, in the establishment of everything which can either 
morally or physically better the condition of workingmen. But 
to secure this the state must abandon its traditional réle; it must 
leave to each the care of protecting his own interests, limiting 
itself to securing to all the same protection—equal rights with 
equal duties, equal obligations and equal advantages —repressing 
firmly, but without undue harshness, all fraud and violence. It 
must also leave to private industry all that the latter can do 
better or more quickly, confining itself to the natural function 
of control and supervision, more rigorous when the general wel- 
fare is concerned. It must grant local self-government to the 
communes and the municipalities, entrusting to the electors the 
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duty of selecting suitable officials and imposing on the latter 
sufficient responsibility to deter them from any costly whims. It 
must seek to lighten fiscal burdens, not by taxation, since the 
shifting of incidence is inevitable, but by diminishing public 
expenses. It must grant the greatest freedom to associations, 
while enforcing implicit obedience to the law, and repressing 
with severity any illegal act, wherever found. Such, in our 
opinion, is the réle of the state. Such should be the program 
of those who seek as far as possible to solve the social problem, 
a program summed up in the first word of the republican motto — 
Liberty. 
G. FRAnNcoIs. 


Doval, FRANCE, 
April, 1898. 











THE MEASURE OF THE VALUE OF MONEY ACCORD- 
ING TO EUROPEAN ECONOMISTS." 


THE absolute value of the precious metals is for us an unknown 
quantity. Quesnay thought that wheat was more suitable than 
any other commodity to measure the value of money. Adam 
Smith too thought so, and many economists after him have 
held the same opinion. But wheat, which in England was 
worth 3.40 francs per hectoliter from 1501 to 1510, at the end 
of the century 1592-1602 was worth 15.33 francs. Stanley 
Jevons, who takes the price of wheat in 1849 as par, finds the 
corresponding price to be as follows: 


1789, - - 133 1829, - 124 
1795, - - 202 ~=—:1839, 144 
1809, - - 245 1859, - 120 
1819, - 175 1869, 11g 


It is therefore, strange that minds as keenly observant of 
facts as Quesnay and Smith should have overlooked evidence 
which Gregory King had indeed clearly understood and explained 
towards the end of the seventeenth century. Gregory King, 
the old herald of Lancaster, was impressed by the fluctuations 
of prices, especially that of wheat, which characterized the 
seventeenth century. Having, as Rogers says, a truly statisti- 
cal mind, he inferred that the phenomenon observed by 


him was a general one, and drew the conclusion that the price 
of wheat undergoes far greater oscillations than the prices of 
other commodities, less necessary in the national economy. The 
price of wheat having at all times been an object of careful 
observation we have data showing its variations, which have 
been great even when they have been proportionally less than 
the fluctuations of other commodities. The many historians of 


* Translated from the Italian manuscript by Dr. Lisi C. Cipriani. 
42 
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prices from Tooke and Newmarch, from Rogers to the most 
recent, as Foville and D’ Avenel, all agree on this point. 

Then are other commodities which are of great importance to 
the national economy of a country —such as wool in England dur- 
ing the fifteenth and sixteenth centuries—exempt from oscillations 
in price? Quite the contrary is true. Such commodities, better 
than any others, reflect by their wide fluctuations in price, every 
disturbance in production and consumption. 

Having thus ascertained the impossibility of taking a single 
commodity as the measure of variations in the value of money, 
the expedient of using instead the price of several commodities 
seems very simple. In fact, this plan is almost a century old. 
At the second session of the Jnstitut International de Statistique 
held in 1887, Robert Giffen, who has done so much in this line, 
quoted a report presented in 1798 to the Royal Society of Lon- 
don by Sir George Shuckburgh Evelyn, entitled Of Some Endeavors 
to Ascertain a Standard of Weight and Measure. In this report, the 
system of what was afterwards called index-numbers, is first 
used. The term “index-numbers’”’ became popular and the use 
of such a method became widespread after Newmarch in 1845 
applied it to the price of twenty-two commodities and published 
the results in the Economist.* Since then the Economist has 
systematically continued the publication of such calculations, 
contributing greatly to the popularity of this method of economic 
investigation. 

Jevons, Soetbeer, Palgrave, Marshall, Edgeworth and others, 
in addition to Newmarch and Giffen already mentioned, modi- 
fied this system. The innovation of Robert Giffen, is most 
important, because it tended to remove the most serious charge 
against index-numbers, namely, that equal importance is given 
to all the different articles entering into the computation. Eng- 
lish writers on commercial history and the most recent economists 
who have made use of and discussed index-numbers, have been 
unanimous in admitting that the total index-number does not 


* Third Report of the Royal Commission on the Depression of Trade, Appendix, p. 
328. 
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represent variations of prices either in a precise or in a complete 
way. Wheat, for instance, counts as much as indigo in the total 
index-number, and during the years when the price of cotton 
and cotton fabrics increased, the total index-number was con- 
siderably affected by this single special element. So, for 
instance, Palgrave takes up again the fundamental criticism of 
the index-number.* Now Giffen in obtaining the total index- 
number has substituted a weighted for the simple arithmetic mean, 
so that the price of each product considered received a coefficient 
proportionate to its importance. Thus the price of each product 
contributes to the formation of the index-number in proportion 
to the relative importance of this commodity in commerce. 

After Giffen had tried these weighted averages Newmarch 
attempted with no small trouble to correct the index-numbers of 
the Economist, assigning to the various products their relative 
importance. But the results obtained by the new method so 
closely resembled those of the Economist that Newmarch found 
his labors a thankless task. Giffen, the inventor of the new 
system himself admits this. Ina paper ‘On Index-Numbers” 
read at the first session of the Jnstitut International de Statistique 
he says that ‘the committee believes and is anxious to state 
that it believes that weighted averages are the most trustworthy, 
but the similarity of the curves obtained by the methods is such 
that one is tempted to consider Jevons’ formula sufficient, pro- 
vided that the number of commodities taken is not too small.’”’? 
Giffen expressed the same opinion in his lecture before the 
British Association for the advancement of science. 

We scarcely understand therefore, Foville’s ridiculing ‘the 
virtuosity of Jevons’ mathematics” and equally unjustified is 
Nitti’s amusement when he finds it strange that Jevons, in his 
index-numbers, gives the same importance to wheat, rice, butter, 
fruit, etc.3 And Nitti does not stop to consider that it is exactly 

*INGLIS PALGRAVE, “ Memorandum on Currency and the Standard of Value” 
in the Zhird Report of the Royal Commission on the Depression of Trade, 1886. 

?R. GIFFEN, Paper “On Index-Numbers” in the Bulletin del Institut Interna- 


tional de Statistique, 1887, p. 129. 
3On the contrary the first time that Jevons treated these questions in 1862 he 
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by choosing such a large number of commodities, that Jevons 
gives us the greatest guarantee of the reliability of the index- 
numbers. Nitti does not perceive that he himself falls into a 
distressing contradiction and that there is a discrepancy between 
the page on which he ridicules Jevons and the one soon follow- 
ing in which he records the opinion of Giffen and Newmarch. 
Here he must admit that because of the inconvenience of the 
other method, the employment of the simple arithmetical mean 
is to be preferred. The exactness of the total index-number 
within the limited range in whichindex-numbers can be considered 
reliable increases in proportion to the number of products con- 
sidered. 

Although Soetbeer was perhaps the first economist to use 
index-numbers for measuring the purchasing power of gold, his 
calculations are valuable even today because they embrace a 
large number of products. Soetbeer takes as a basis (datum 
line) the prices of the period 1847 to 1850, and on this calculates 
the price of 114 articles. Since 1886 the index-numbers of 
Soetbeer have been continued by Bourguin with the data of the 
Jahrbuch fiir National-tkonomie und Statistik of Jena It is also 
useful to compare the results of Soetbeer with those of Kral. 
Kral worked on the prices of 265 articles in Germany,‘ while the 
prices used by Soetbeer are Hamburg quotations. 
clearly expressed the significance of index-numbers and even then shows himself far 
from being guilty of the confusion and the absurdities of which MM. Foville and Nitti 
accuse him. In 1862 Jevons wrote, apropos of the controversy concerning the fall 
in the value of gold, then debated by economists; “ All I can pretend to prove in 
this inquiry is, that, subject to the vagueness just referred to, the prices of commodities 
have risen, or that the rise of prices of those which have risen preponderates over the 


fall of those which have fallen. Zhzs ts, and constitutes, the alteration of gold 
asserted.” 


*R, GIFFEN, of. cit., R. ZUCKERKANDL, “La mesure des transformation de la 
valeur de la monnaie” in the Revue de l’economie politigue, March 1894, p. 237; and 
the article “ Die Statistische Bestimmung des Preisniveaus ” in the Handwérterbuch der 
Staatswissenschaften, th. v. p. 243. 

*SOETBEER, Materielen zur Erlaiiterung und Beurtheilung der wirtschaftlichen 
Edelmetaleverhaltnisse und der Wihrungsfrage, 2te. Ausgabe (Berlin, 1886). 

3BourGUIN, Za mesure de la valeur et la monnaie (Paris, 1896.) 

4 FRANZ KRAL, Geldwerth und Preishewegung im Deutschen Reiche (Berlin, 1887). 
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Data of Soetbeer Data of Kral 
(114 articles) (265 articles) 
1847-1850 100 100 
1851-1860 116 114 
1861-1870 123 IIo 
1871-1875 133 122 
1876-1880 123 112 
1881-1883 122 109 
1884 114 IOI 
1885 108.72 
1886 103.99 
1887 102.02 
1888 102.04 
1889 106.13 
1890 108.12 


Years 


The index-numbers of Pierson, combined with those of 
Heinz (and the authority of these two writers in such monetary 
questions is indisputable) give as an average the third index- 
numbers, which I would call after Raffalovich,? who has been the 
last one to work out the calculation. 


Years Index-Numbers Years Index-Numbers 
1850 100 1871-1875 131.57 
1851-1855 110.80 1876-1880 120.88 
1856-1860 119.88 1881-1885 114.73 
1861-1865 120.23 1886-1890 105.33 
1866-1870 118.44 1891-1895 III.55 


It can then be stated absolutely that the results obtained by 
Soetbeer, Kral, Pierson, Heinz, and Raffalovich agree: the pur- 
chasing power of gold varied only slightly until 1890. This 
results from an examination of the most exact index numbers 
obtained. 

We know that the system of index numbers is a method of 
investigation whose precision can be contested. It conceals 


many imperfections, and even these very index numbers show 
considerable difference in measuring the same phenomena, 
though they show a certain uniformity in their general features. 


* RAFFALOVICH, Le marché financier (Paris, 1897), p. 436. 
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This shows the imperfection of this method of investigation, 
although the discrepancies arise in part from the complexity of 
the phenomena studied. 

Another method might have been used to ascertain the varia- 
tions in the purchasing power of money, namely, calculations 
based on customhouse valuations. It is one-sided, however, 
because it does not consider products that are not in the inter- 
national market. 

A system based on household budgets has also been resorted 
to in order to measure the variations in the value of money. 
An estimate is made of all the commodities consumed by a fam- 
ily whose social position has been determined, and these calcu- 
lations are made for different periods. The comparison of the 
different results obtained would measure the variations in money. 
But other elements, besides the variation of money, have influ- 
enced these household budgets, so that this system, in spite of 
the work of Le Play and all his followers to Cheysson and 
Toque remains too imperfect to be preferred to index numbers, 
whatever the deficiencies of the latter may be." 

* The variations in the kinds of commodities consumed are an essential factor. 


Nitti writes: Let us suppose the case of a family that for two consecutive years buys 
an equal quantity of goods at different prices : 








First Year Second Year 

200 Aat 5 1,000 200 Aat § 1,000 
400 Bat 10 4,000 400 B at 20 8,000 
250 Cat 4 1,000 250C at 3 750 
200 Dat § 1,000 200 Dat 4 800 
100 E at1I5_ 1,500 100 Eat15_ 1,500 
30 Fat 50 1,500 30 F at 10 300 
1,180 10,000 1,180 12,350 


This example of Nitti’s shows the fallacy of the household budget method, but 
Nitti (Za misura delle variazioni del valore della moneta, Turin, 1895. p. 36) copies 
this example from Zuckerkandl (of. cz¢.) without taking the trouble to quote him. 
Zuckerkandl criticizes at length this method of measuring variations in the value of 
money. See his Zur Theorie des Preises, Leipzig, 1889. Denis, therefore, justly 
observes, concerning a similar example given by Pierson ( “ Further Considerations 
on Index-Numbers,” in the Economic Journal, March 1896), that it represents an 
extreme case, and that such an utter change in habit is very rare in real life. Cf. 
Denis, “La transformation du systéme monetaire” in the Annales de l’Institui de 
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Therefore the data of Soetbeer, Kral, Pierson, Heinz, and 
Raffalovich are the most reliable ones in regard to the variations 
in the prices of products during recent years. 


Although the above-mentioned data can be variously inter- 
preted, the bimetallists say: The value of gold has increased. 
They say this in order to conclude that gold has caused the fall 
in the price of agricultural products. The bi-metallist campaign 
in Europe is based on this conviction. And it is, indeed, a curi- 
ous fact that in looking at silver the agrarians are so fascinated 
by the idyl of seeing other coins again that they forget the 
hydra of agrarian competition in America, in Argentina, in 
Russia, in India, convinced that it will be paralyzed by the 
remonetization of silver. And meanwhile they do not perceive 
that Uruguay, confined to a small peninsula whose population 
scarcely numbers one million, that this forgotten little republic, 
the only one that has known how to:put an end to the political 
troubles which lay waste the otHer republics — that Uruguay has 
exports which surpass those of Argentina and Chili taken together. 
By an unpropitious coincidence Uguguay is the only South 
American republic that has a géod gold currency and a favor- 
able exchange. The exportation of wheat increases there as in 
no other part of America; from' three million kilograms in the 
first six months of 1897 it increased td: 61 millions in the first six 
montas of 1898." 


’ 

Sctences Sociales, Bruxelles, 1891, p. 71). Itis only in case of great intervals that the 
consumption of a people would show great change. Thus in the case proposed by 
D’ Avenel, who would like to know the value of all values, of all cultivated lands, of 
all the commodities annually consumed in the actual territory of France; first, during 
the year 1520 -- the year in which the influx of American gold into Europe began — 
and then for 1895. It would undoubtedly show at once that at two periods so widely 
separated, the constituent parts of this wealth would differ greatly, and, consequently, 
that each part of this wealth represents a very different amount of silver. The mag- 
nitude of the rise or fall in the purchasing power of silver in either case would in great 
part depend on the stock of the metal already on hand. 

‘In the first six months of 1897 there were exported : 
5,800,000 kilograms of wheat flour, | 413,000 kilograms of maize. 


In the first six months of 1898 : 
16,000,000 kilograms of wheat flour, 4,000,000 kilograms of maize. 
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At the same time the development of industries diminishes 
importations from 36,823,863 pesos in 1889 to 19,671,640 pesos 
in 1897. Uruguay is a country economically new. As in all 
new countries the population is rather sparse. It is very natural 
that commerce should develop, an.1 especially that the exporta- 
tion of wheat should increase. Land is cheap. In the interior 
it is absolutely at a minimum price. Extensive cultivation, 
especially that of wheat, therefore, is eminently suitable. This 
natural condition of Uruguay is favored by a good monetary cir- 
culation that does not injure its foreign commerce. One can 
say as much of two other countries, also very young economi- 
cally, and also having perfect gold currency, the Cape and Aus- 
tralia. It is the wool exported from these gold-using countries 
that has contributed most to the fall in the price of European 
wool and to the crisis which this branch of commerce is under- 


going.. When the exchange between two countries is always 
oscillating, a new element of chance is added to the uncertainty 
inherent in any trade. Manufacturers and merchants, fearful 
lest fluctuations in exchange will cause a loss, often abandon 


operations which they would otherwise have attempted. The 
foreign commerce of a country with depreciated currency is 
paralyzed by the agio on its money. Thus J. Tyrrell Baylee has 
shown well enough the real obstacle to Anglo-Indian trade which 
has been caused by the sudden fall in the value of the rupee.” 
The variation in the value of money and the uncertainty of 
exchange has unfortunately an influence as harmful to the 
exports as to the imports of a country. If Argentina, if India, 
if Russia, if the various other wheat exporting countries which 
have depreciated currency, had bettered their money, it is logi- 
cal, it is undeniable that their foreign commerce would be freed 
from a power that paralyzes it, and would immediately be profit- 
ably developed. 

The commercial crisis has paralyzed Argentina. Immigrants 


* BAMBERGER, Le metal argent (Paris, 1894) p. 267. 


2J. TYRRELL BAYLEE, “ English Industry and the Gold Standard,” in the 
Westminster Review, August, 1896. 
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no longer find work there. For some years Argentina has 
shown the phenomenon, strange for a new country, of having emi- 
gration exceed immigration. The heavy exchange has upset all 
its national economy. On the other hand, if Argentina had not 
suffered this terrible and persistent crisis, immigration would 
have continued on as large a scale as before, and new tracts of 
land would have been cultivated. The production of wheat 
would have been more plentiful than it has been in recent years, 
and greater quantities of it would have been thrown on the 
European markets. This would have produced a new decline in 
the price of wheat. That-which has happened before, will hap- 
pen for some time yet, until old Europe, so thickly populated 
and with human labor so ill employed, shall see many of her 
sons cross the ocean, or shall find for them some more useful 
and remunerative occupation. The agrarian question is a serious 
and distressing sociological problem; there is a serious want of 
equilibrium between the overcrowded countries of Europe and 
some parts of America and Asia, where population is relatively 
sparse, and this is all to the disadvantage of Europe. The 
European agrarian question is one of the many manifestations of 
this lack of social equilibrium. 


The opinion held by European agrarians that a question so 
complex and so intricate, so vast and so difficult to solve, can 
immediately and easily be reduced to the mere phenomena of 
an appreciation of gold, is narrow and trivial. 

Gold is said to have increased in value because of the demone- 
tization of silver. The discomfort which weakened Europe, and 
of which the extreme political parties take advantage, offering 
their own social systems as a remedy, is attributed by the agra- 
rians to the demonetization of silver and the consequent appre- 
ciation of gold. To the agrarian, European civilization should 
take a backward step— it should go back to silver. 

The socialists, like the agrarians, show the same absence of 
common sense, and minds equally fallacious and empty in their 
solution of the modern social and economic crisis. Agrarians 
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and bimetallists quote the calculations of Sauerbeck to prove the 
increase in the value of gold. I have seen these calculations 
quoted by Helm, by A. Hondard, by Thery* and by many others 
among the most authoritative European bimetallist economists 
as an indisputable proof of the increased value of gold, and the 
consequent crisis produced in agriculture. 

The index-numbers of August Sauerbeck are calculated on 
the prices of the total sales of these forty-five commodities : 

English wheat, American wheat, flour, barley, oats, maize, 
potatoes, rice, prime beef, middling beef, prime mutton, mid- 
dling mutton, pork, bacon, butter, West India beet sugar, Java 
sugar, coffee (two kinds), tea (two kinds), pig iron, iron bars, 
copper, tin, lead, London coals, export coals, upland cotton, 
Indian cotton, flax, hemp, jute, merino wool, English wool, silk, 
hides, leather, tallow, palm oil, olive oil, linseed oil and linseed, 
petroleum, soda crystals, nitrate of soda, indigo, timber. 

The average prices from 1867 to 1877 inclusive, are taken as 
100. Now this period is too troubled by fluctuations in prices 
to be fit to be taken as a basis for calculation. We have during 
this period grave economic disturbances produced by the war of 
1870, the crisis of 1873, etc. Jevons had insisted on the neces- 
sity of making allowance for the influence of the crisis, but 
Sauerbeck pays no attention to this. On the other hand, though 
no serious objection can be made to the choice of commodities 
whose prices Sauerbeck considers because some are finished 
commodities ready for consumption, some raw materials, and 
some partially manufactured articles, yet they are wholly insuffi- 
cient to reflect with any accuracy the total movement of prices 
in the economic markets of the world.?. And this is so even 
though they represent an important part of English commerce, 


and in spite of their variety and the care taken to choose differ- 


* ELIJAH HELM, Zhe Joint Standard (London, (894), p. 80. A. Honparp, “Les 
mines d’or de l’Afrique du Sud,” in the Bulletin de la société d’économie politique 
(Paris, 1896), p.9. E.THERY, “Le bimetallisme international,” in the Economiste 
européen, 1896, p. 171. 

2, W. STANLEY JEvoNs, /nvestigations in Currency and Finance (London, 1882), 
with introduction by Foxwell. 
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ent qualities of the same commodity. Sauerbeck omits the rate 
of wages. He gives no reason for this omission, but it is easily 
guessed. Had wages been included, it would have upset com- 
pletely the result which Sauerbeck obtained, thanks to this omis- 
sion.* Only such imperfections in the compilation of the index- 
numbers of Sauerbeck can explain the difference in result that 
they show when compared with those of Soetbeer, of Kral, and 
others.?, These are the data given by Sauerbeck : 








Average value in relation to 


Average value in relation to gold 45 commodities 





| P 
_— “ww Pe macnn Of gold Of silver 





100 
99.6 104 
99-7 100 
99.2 
99.4 90 
95.8 98 
93-3 104 
86.7 105.2 
90.2 106.3 
86.4 115 99.3 
84.2 120.5 104.4 
85.9 113.6 97.6 
85 117.6 100 
84.9 119.2 101.2 
83.1 122 101.3 
83.3 131.5 101.6 
79-9 139 III 
74.6 145 108 
73-3 147 107.7 
70.4 142.8 100.6 
70.2 138.8 98.9 
74.1 138.8 108.9 
74.1 138.8 102.9 
65.4 147 96 
58.3 147 85.7 

















The first column gives the actual average prices of the 45 
products for each year since 1870 relative to the average price 


* It is true that the accusation of omitting wages cannot be limited to Sauerbeck. 
Pareto made use of this omission to make a general attack on such a method of 
investigation. See PARETO, Cours d’économie politique (Lausanne, 1896), p. 280. 

*Other important criticisms which deny any practical importance to the index 
numbers of Sauerbeck are made by-P1ERSON, ‘Index Numbers and Appreciation of 
of Gold,” in the Economic Journal, September 1895. 
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for the period 1867-1877. The second column represents in 
the same way the annual average price of silver in London. The 
third and fourth are obtained from the first and second and indi- 
cate, according to Sauerbeck and all the bimetallist economists 
who have accepted his calculations respectively, the values of 
gold and silver, measured in the terms of the 45 commodities. 

It is not necessary again to insist upon the errors of fact 
found in these index-numbers of Sauerbeck, but it is exactly on 
account of these errors that they can serve as an argument for 
the bimetallist thesis. 

Still more false, however, is the economic conclusions 
drawn, that there has been an increase in the value of gold. It 
is as though they set two persons near them: A and B; A is 
taller than B. They measure A with B and naturally the 
former is taller than the latter. Then they measure B with A, 
and B must surely be shorter than A. This comes from the pre- 
liminary hypothesis itself. Now this is the discovery made with 
the index-numbers of Sauerbeck. In Sauerbeck’s calculations 


the increase in the value of gold comes from the very hypothesis 
assumed ; it comes from the premises of these calculations, but 
these prove nothing. 

D’Avenel calculates that assuming the purchasing power 
of gold at the present time to be one, the centuries preceding 
ours would show the following scale :* 


13th C., First quarter = 4% 16th C., First quarter = 5 


Second “ 
Third “ 
Fourth “ 


14th C., First quarter 
Second “ 
Third “ 
Fourth “ 


15th C., First quarter 
“Second “ 
Third “ 
Fourth “ 


=4 
=4 


me 936 
= 3% 
= 
=4 
=4% 
=4% 
= 6 


Second “ = 
Third “* =j3 
Fourth “ = 2% 


17th C., First quarter = 3 


Second “ =2% 
Thikd “* =32 
Fourth “© =2% 


18th C., First quarter = 23 


Second “ =3 
tea 0 * le 
Fourth “ =2 


* D’AVENEL, Histoire économique de la propriété, tome i. pp. 27-32. 
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Now in spite of certain oscillations, the purchasing power of 
gold shows a constant tendency to decrease. But who is 
ignorant of the multiplied causes that have contributed to them. 
In the long period from the seventeenth to the eighteenth 
century, gold and silver had been constantly growing in quan- 
tity. The ever-increasing abundance of money tends to make 
prices rise, never to make them fall. But Sauerbeck and the 
bimetallist assert that for the last quarter of the present century 
the prices of commodities have diminished because the value 
of gold had increased. They do not perceive that in their 
calculations this increased value is purely the consequence of 
the diminished price of the commodity." Following Sauer- 
beck’s own calculations, Guyot, Pierson, Raffalovich, and others 
have reached an opposite conclusion, namely, that it is the fall 
in prices which causes the increased value of gold. And if we 
stop for a moment to consider the phenomenon we shall be 
immediately convinced that these authors are right. 

If gold really had increased in value, it would mean that the 
value of silver and that of all the commodities had remained 


unchanged. This paradox, which is sustained by Foxwell,? is 
the extreme conclusion reached by the arguments of the 
bimetallist. 


This modern controversy, in which none assert an appreciation 
of gold denied by the others, offers a striking resemblance to a 
debate which took place between economists toward the middle 
of the century. Then Michel Chevalier, in his well-known 


* In regard to the measure of value, Gide writes: If it is admitted that work is a 
result of value, or rather of demand, nothing is more scientific than to measure a cause 
by its effects. Gravity is measured by the pendulum more accurately than by the 
balance. The balance only gives a comparison of weights — just as exchange only 
gives a comparison of values—while the pendulum measures the force of gravity 
itself. It teaches, for instance, what the balance would never teach, that the force of 
gravity decreases with an increase of elevation.—— Principes d’économie politique 
(Paris, 5th ed., 1896). p. 82. Gide forgets all the simplicity and the constancy of 
physical causes and all the variable complexity of social causes. For while in 
physical phenomena there is almost always a perfect correspondence between the 
same causes and the same effect, this rarely happens with social phenomena. 

* Revue d’ économie politique, June 1896. On Foxwell, see also his introduction to 
Jevons’s /nvestigations, etc., already cited. 
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work, On the Probable Fall of the Value of Gold, predicted with 
profound conviction a great decrease in the value of gold; and 
Richard Cobden, who to his wonderful intelligence united the 
deepest scorn for any kind of adulation, published in 1859 an 
English edition of Chevalier’s work. On the other hand New- 
march in his continuation of Tooke’s History of Prices, published 
in 1857, and McCulloch in the Encyclopedia Britannica, in 1858, 
maintained a thesis absolutely opposed to that of Chevalier. 
Later, in 1863, Jevons, in one of his first essays, attempted to 
strengthen the thesis of the French economist. This contro- 
versy found repeated echoes in the Royal Statistical Society 
and many business men and many economists took part in it. 

The literal but incorrect translation of the English phrase, 
“appreciation of gold,” has also contributed to produce errors 
in the modern controversy. It has been taken as synonymous 
with an ‘increased value,’ and this connection has almost 
become a popular superstition. 

It is true that J. S. Mill made one of his usual hasty asser- 
tions when it pleased him to declare the theory of value complete, 
and when he charged with logomachy the economists who con- 
tinued the discussion. Far from being beyond discussion, as 
Mill asserted in 1848, the theory of value is today still as 
uncertain as ever. But Hermann Heinrich Gossen, in 1854, 
clearly stated the equation of exchange in his Entwickelung der 
Gesetze des menschlichen Verkehrs und der daraus fliessenden Regeln 
fiir menschliches Handeln. Gossen is the first author and this the 
first volume of the later so-called Austrian school, which took as 
the basis of the theory of value the Werth des letzten Atoms as 
Gossen called it, the “final degree of utility’”’ of Jevons. He 
has announced his equation in these terms: ‘The two com- 
modities after the exchange must be divided between the two 
parties in such a way that the last atom of each commodity 
received shall have the same value for both parties.’’* 

It is the comparative intensity of wants that determines the 


*See the splendid demonstration and elucidation given by WALRAS, Ziéments 
économie politique pure, Lausanne, 1896, pp. 182 eé¢ seg. 
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value of commodities and the consequent exchanges. The value 
rises or falls according to the comparative intensity of want.’ 

Such a relation expressed in money is called price. The 
greater or less abundance of money, cannot, therefore, influence 
the value of the various commodities and of services. Such 
value depends on the comparative intensity of human wants, to 
which the products and services conform. It is independent of 
money and of money price, but it is undoubted that the quantity 
of money influences the price of commodities. The classic case 
of the fall of price which took place inthe sixteenth century on 
account of the invasion of the European market of gold and sil- 
ver is always quoted here. The service or the commodity that 
before 1492 cost one could not be had after that for less than six 
monetary units.? The influence of the first American produc- 
tion of silver ceases according to Thorold Rogers, to show itself 
only toward the middle of the seventeenth century.3 

But even this phenomenon is exaggerated. Haupt calculates 
that the two precious metals, in the period extending from the 
latter part of the fifteenth century to 1520, were reduced to only 
one millard and the purchasing power of money was sixfold what 
it is at present, hence the conclusion that the influence exercised 
by the quantity of the precious metals on the price of commodi- 
ties is considerable. On the contrary, it is a fact that the rela- 
tive value of gold and silver, ascertained to be 10.75 during the 
period 1495-1520 varied a little in the years following. Riese, 
who estimates the ratio at 10.31 for 1518 makes it too small: 
Copernicus erred on the other side when he places the ratio at 
12. for the year 1526.4 The data prepared by Soetbeer, Shaw. 
Wirth, and others are more important and reliable.’ 

* Those not understanding the mathematical method can consult F. VON WIESER, 
Ueber den Ursprung und die Hauptgesetze des wirthschaftlichen Werthes (Wien, 1884) ; 
BOEHM-BAWERK, Grundsziige der Theorte des wirtschaftlichen Giiterwerthes (Wien, 
1886). 

Se DE MOLINARI, Notions fundamentales d’économie politique (Paris 1886), p. 
165; G. BuccARDO, Soctalismo sistimatico e socialiste incoscienti (Roma, 1896), p. 57. 

3 THOROLD RoceERs, History of Agriculture and Prices in England, vol. i. p. 170. 


4V. PARETO, Cours d'économie politique, Lausanne, 1895, p. 286. 
SA. SOETBEER, £delmetall-Produktion und Werthverhdltniss zwischen Gold und 
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These statisticians estimate the ratio between the values of gold 
and silver as follows: 


Year Ratio Country 

1540 11.82 France 

1540 10.62 The Netherlands 
1551 11.38 Germany 

1552 11.1 England 


It is well known that from 1545 to 1560 there was an abun- 
dant production of silver inthe mines of Potosi. However, this 
considerable quantity of silver altered very little the relative 
value of the two metals. Even in the last years of the sixteenth 
century and until 1620 it remained at 12.25. In 1640-1 the 
ratio varied in the different markets as follows :? 


Germany 12 
Milan 12 
Flanders and the Netherlands 12.5 
England 12.33 
France 13.5 


In spite of the difference in the amounts produced the rela- 
tive value of gold and silver changed very little. This phenom- 
enon is very important. It serves to prove that the variations 
in the value of gold and silver have been far less than is com- 
monly believed. On the other hand, the prices of commodities 
were affected in some countries by immigration, in others by 
exportation to Spain, Portugal, and the Netherlands, in exchange 
for the gold and silver which these latter countries received from 
America. The effect of this and of the other causes which 
together produced a rise in prices in the sixteenth and in the 
first part of the seventeenth centuries, has wrongly been attrib- 
uted solely to the new production of gold and silver. When 
the cost of production diminished, the prices of the sixteenth 
and seventeenth centuries appeared all the greater, and the cause 


Silber seit der Entdeckung Amerikas bis zur Gegenwart (Gotha, 1879); MAX WIRTH, 
Das Geld (Liepzig, 1884). 

*SOETBEER, Ldelmetall-Produktion, etc.. 

* LEBLANC, Traité historique des monnaies de France (Paris, 1690), p. 49. 
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of that high-water mark was always attributed to the American 
production of the precious metals. 

Another fact is to be noticed. There was a beneficial effort 
on the part of the Netherlands to counteract the excessive influ- 
ence of the silver production of America. The center of mone- 
tary exchanges had passed from Italy tothe Netherlands. Ant- 
werp had taken the place of Venice or Florence. Antwerp in 
the sixteenth century, as London today, always fulfilled a most 
important function: it regulated the flow of the precious metals 
into Europe by exporting their excess to the East. Antwerp 
was a safety valve for the monctary market of the sixteenth cen- 
tury. The Netherlands, together with Portugal, had founded a 
vast colonial empire which extended over all the coasts of Africa 
and India. Venice would have been quite unable to hold her 
own against the influx of the precious metals which the sixteenth 
century saw in Europe." 

Today an excessive circulation of paper money increases the 
stock lying in banks and out of circulation. Price and Walker, 
two excellent political economists who accept the quantity the- 
ory, are forced to admit that the modern development of credit 
obscures and renders less intimate the relation between precious 
metals and prices.? Thus, after 1520, the effect of the increased 
American production of precious metals on the prices of Euro- 
pean commodities, is much reduced by the exportation of these 
precious metals to India, to the African colonies, whenever their 
production tends to exercise too disturbing an effect on the 
European economic equilibrium. 

Montesquieu mentions what Garcilasso affirms in his history 
of the Spanish civil wars in the Indies. He tells how after the 
conquest of the Indies, incomes were decreased by half. This 
had to be so; a great quantity of silver was suddenly brought 
into Europe; soon few persons were without money and the 
price of everything rose.3 


*“ On European Medizval Gold Coins,” inthe Mumismatic Chronicle, third series, 
vol. ii. p. 212 ef seg. Even Rogers, D’Avenel, Shaw, and others mention this fact. 

2 American Economic Association, Economic Studies, vol. i. no. i. 1896. 

3 MONTESQUIEU, De esprit des lois (Paris, ed. Garnier), p. 355. 
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Among the revolutions included in the French Revolution of 
1789 is that in the prices of commodities, produced by the 
assignats. As in Garcilasso’s account of the effect produced by 
an inflated currency, we must make allowance for rhetoric and 
exaggeration, so in the account of the effect of inflation in 
France, we must also make some allowance. The depreciation 
was not entirely due to the excessive quantity issued; part of it 
must be attributed to distrust and to the instability of the issuing 
government. But even after reducing to its due proportion the 
influence which the quantity of money exerts on the level of 
prices, and granting that these two cases are indeed exceptional 
and almost unique, this influence nevertheless remains very great 
and apparent even to those who in other more delicate and less 
pathological cases deny the relation of causality between the 
quantity of money and prices. Those two examples are like 
the proof by fire for the atheist reluctant to accept anything on 
faith. The fact that the paper circulation of the bank of Eng- 
land has altered prices did not escape the keen and powerful 
mind of Ricardo, the banker, who, though he limited himself to 
the discussion of problems of theoretical economics brought to 
it the marvelous practical spirit that had gained him no small 
fortune. This fact escapes however the observation of Cobbett 
and of his followers, who did not weary in attacking Ricardo’s 
view on this subject.* 

Others, and they are more in number than those who deny 
it, have exaggerated the influence of the quantity of circulation 
on prices. Alfred de Foville* found, not long ago, that Ber- 
nardo Davanzati was the author of this theory, which is just as 
false as the one advanced by Cobbett. Davanzati, as early as 
1585, affirmed that by an agreement made among men, all the 
gold put into circulation, adding to it, if desired, silver and 
copper, represents exactly what is necessary for men to buy the 
different things that they may need in life. Montesquieu accepts 


tJ. H. HOLLANDER, Letters of Richard Cobden to John Ramsay McCulloch, 
New York, 1896, p. 119. 

? ALFRED DE FOVILLE, “ La théorie quantitative et les prix,” in the Economiste 
Francais, April 5, 1896, p. 451. 
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Davanzati’s idea, and makes affirmations quite as explicit as they 
are absurd. Hume takes less risk; Smith and J. B. Say exag- 
gerate even léss the pretended equivalence of the quantity of 
available commodities and the money in circulation. Stuart 
Mill, who goes a step backward and in the hurry of writing 
sometimes, not infrequently, takes little heed of what he writes, 
asserts in an axiomatic way, as the most elementary principle of 
the theory of circulation, that the rise of prices is the inevitable 
consequence of the increase of money. When money diminishes 
prices fall. He neglects thus the influence of an enormous 
number of factors that interfere and always perturb these 
economic phenomena. Pasche? has demonstrated this, and has 
succeeded tairly well in correcting the famous ‘Quantity 
Theory,” which was accepted by Mill and so many others.3 


In vain is the attempt made to establish a clearly determined 
relation between the production of precious metals and the price 
of commodities Soetbeer has gathered statistics on the total 
production of gold and silver from 1701 to 1840. Daniel Zolla, 
also a believer in the great influence of the demonetization of 
silver on the fall of prices of agrarian products, has compared 
the various periods of abundant or scant production of the 
precious metals with the course of prices of commodities. 


First Period Total Production (kilograms) 
gold silver 


1701-1720 256,000 7,111,000 
1721-1740 381,000 8,622,000 


period of very low and of falling prices. 
Second Period 
1741-1760 492,000 10,881,000 


very feeble rise, period of transition. 


"If there be any satisfaction in quoting errors with which a theory presents itself 
for the first time, it is useless to quote these errors when they vulgarly persist after 
science is in full possession of the truth which they oppose. So this error can no 
longer be discussed when it is reaffirmed by a member of the Socteté d’ Economie 
Politique, of Paris, namely by Limousin as late as 1895. 

2? PASCHE, Studien tiber die Natur des Geldentwertung, Jena, 1898. 

3MILL, Principles of Political Economy, vol. ii. book ii. chap. viii. 
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Third Period Total Production (kilograms) 
gold silver 


1761-1780 492,000 13,053,000 

1781-1800 355,000 17,578,000 
very rapid rise, high prices. 

Fourth Period 

1801-1820 291,000 14,346,000 


less rapid rise, high prices. 
Fifth Period 
1821-1840 344,000 10,567,000 
rapid fall, low prices. 
Sixth Period 
1841-1850 547,000 7,803,000 
1851-1855 996,000 4,429,000 
1856-1860 1,008,000 4,524,000 
1861-1865 925,000 4,505,000 
1866-1870 974,000 6,694,000 
1871-1875 889,000 9,845,000 
period of rise in prices. 
Seventh Period 
1876-1880 861,000 12,249,000 
1881-1885 745,000 14,306,400 
1886-1890 822,000 17,364,000 


Since 1890 the production of the precious metals has greatly 
increased while the prices of commodities have suffered a great 
stagnation. However, even Zolla remarks elsewhere that, if 
stagnation in prices, or this prolonged decline which seems to 
characterize only the present years, has a strange resemblance, 
almost a counterpart, in the similar phenomenon in the eighteenth 
century from the close of the reign of Louis XIV until the end 
of 1760,’ yet the monetary conditions of those times, and the 
production of the precious metals differed greatly from the 
present. A limited importance must be attached to the first 
three periods, which extend from 1701-1800. The need of money 
was then very restricted, nor was there then the growing devel- 
opment of commerce and industries, most modern industrial 
usages were lacking, the absorption of the precious metals by 
the East was not so marked as it is today. The economic con- 


"D. ZOLLA, Etudes d’économie rurale (Paris, 1896), p. 4. 








62 JOURNAL OF POLITICAL ECONOMY 


ditions of the last century are so different from those of the 
present one that comparisons cannot safely be made. However, 
Zolla contents himself with pointing out the rise in price, dur- 
ing the period extending from 1760 to the French Revolution as 
a consequence of the increased production of gold. He for- 


gets the grave economic crisis of this period in France, the dis- 
tressing poverty of the country; and it is this dearth that 
determines the rise in prices. The relations of causality estab- 


lished by Zolla in that empirical way have no demonstrated 
importance. It is enough to read the famous cahters to hear the 
cry of anguish over the misery that then afflicted France. 
Charles Gomel has splendidly illustrated the economic causes 
of the French Revolution; yet after having scrutinized in a 
wonderful way its most remote causes, he never thinks of men- 
tioning the deficiency of coined precious metals." 

Nor do we find any more reliable the investigations of 
another bimetallist, E. d’Artois, who pretends to demonstrate 
empirically how the increased production of wheat has in no 
way influenced its:fall in price. In 1760 every French inhab- 
itant consumed only 180 liters of wheat, in 1870 he consumed 
200, in 1897 he consumed 338. The same phenomenon is found 
everywhere. But if the quantity of wheat consumed by every 
inhabitant has increased, D’Artois claims that the price can- 
not have fallen on account of the increased production; if 
the supply of wheat has increased, so has the demand. But 
the free traders do not deny this. They claim, however, that 
such a beneficial effect is produced by the decline in price. 
D’Artois wants to eliminate one phenomenon, the lowering of 
the price of wheat by increased production, putting forth as the 
cause of the increased production what is really only its effect 
—the increase of consumption. 

However, even such superficial investigations as those of 
Zolla and of D’Artois contradict the very thing they would like 
to demonstrate. Inthe fourth period the production of the pre- 
cious metals diminished, but the prices remained high ; they even 


*C. GoMEL, Les causes financidres de la revolution francaise (Paris, 1892). 
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increased somewhat. In the following period, in spite of the 
real increase in the production of gold, the prices fell in a crisis- 
Then comes the economic development of the second half of 
the century, which is due to various and multifarious factors- 
But for this period Zolla simply affirms: ‘The rise in prices is 
due to the facts that we have pointed out—to the gold of Cali- 
fornia.”* From a student of questions of agrarian economy, 
like Zolla, these assertions astonish one; they are due to mere 
preconceptions. The years 1872 and 1873 were marked by 
great industrial activity. Germany then increased in a wonderful 
manner her production -for the home and foreign trade. The 
production of coal, machinery, cast iron, steel, etc., received the 
strongest stimulus. Naval industry received a most potent 
impulse, and the charges for transportation considerably 
decreased. This encouraged the importation of wheat from 
America, India, Russia, etc. 

Meanwhile the period of gold monometallism begins in con- 
tinental Europe. Germany, by the law of December 4, 1871, 
had begun its monetary reform completed by the law of July 9, 
1873. (1) Germany demonetized the 1800 millions of silver 
that she had in 1871. That contributed to produce a deprecia- 
tion in the value of silver.?_ France profited by this in the pay- 
ment of her war indemnity to Germany. Leon Say in his 
admirable work— perhaps his best scientific production —says 
thus: ‘*Of 239 million francs paid to Germany in silver 92 have 
been coined in five-franc pieces from German silver.” (2) In 
1871 Brussels alone had coined 25.5 millions in five-franc pieces. 
The amount of silver coinage for 1873 was 112 millions at 
Brussels and 250 millions at Paris! (3) The amount of coined 
metal is therefore more in 1873 than in 1871. If the scarcity 
of money after 1873 has been the cause of an economic crisis 
that has produced the cheapening of agrarian and industrial 
products, such a crisis should have begun in 1871. If the money 


™D. ZoLia, Etudes d’économie rurale (Paris, 1896), p. 255. 


? According to the data of Ottomar Haupt it appears to be at least five lire per 
kilogram. Arbitrages et farités (Paris, 1895), p. 10. 
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in circulation in 1871 has permitted the commercial development 
of the two successive years, all the more should the money in 
circulation in 1873 have permitted the continuation of that first 
commercial development. Instead there has been the crisis. 
Helm, a bimetallist, calls it a reaction against the economic 
development of 1871-1873. But what does this vague expression 
“reaction’’ mean and what produced it? To give it, as Helm 
does, as an explanation of economic phenomena, whose causes 
are easily intelligible, is a very convenient system, but it is 
stupid.* 

In 1878 the United States began to coin again the old dollar 
of 412.5 grains of silver. It mattered little that free coinage 
remained forbidden to the public. After this, until 1890, no 
new legislative acts affected the demonetization of silver.” 

The production of gold oscillated, it is true, but its yearly 
average, which in 1881-1885 was limited to 149,000 kilograms, 
rose continually, and in 1889 reached 178,000 kilograms. Com- 
pare these figures with those of the annual production of gold 
from 1831 to 1840, which was only 20,289 kilograms,3? a small 
fraction of the production of 1889. However, even in the years 
succeeding 1890 the demonetizations of silver are very limited, 
whatever may have been the effect upon the money market of 
the action of Roumania in regard to her 25 million francs of 
silver, or that of France, who in 1891 introduced gold mono- 
metallism into Tunis. On the other hand, the silver reserve of 
the European banks remains unaltered : 


Millions of francs 


December 31, 1888, - - - - - 2496 
December 1, 1893, _ - - - - - 2459 
January 2, 1898, - - : - - - 2459 


"If there has been a crisis, it has been brought about by agiotage and by the 
abuse of credit; but for the bimetallists all the complexity of economic phenomena 
disappears and the demonetization of silver remains as the cause of all evil. 

* Haupt gives a pretty accurate list of all the legislative measures that have con- 
tributed to the depreciation of silver. In this period none appears. (Aréditrages et 
parités.) 

3SOETBEER, Literaturnachweis tiber Geld und Miinzwesen (Berlin, 1892). 
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On the contrary, the production of gold has increased from 587 
millions in 1890* to 1030 millions in 1897.2, George J. Goschen, 
certainly the most authoritative and the keenest of modern 
economists, said in a communication to the London Institute of 
Bankers that Germany, the United States, and Italy, taken 
together, have consumed at least 5000 million francs. Goschen 
estimates the production of gold for these years at 500 million 
francs. He accepted the calculations of Laveleye, and hence 
thought that only half of this production was employed in mone- 
tary coinage. Goschen concluded thus: “ Fully twenty years of 
gold production are necessary to satisfy the extraordinary 
demand of the United States, of Germany, and of Italy.”3 Facts 
have contradicted Goschen’s predictions. But, independently of 
the error concealed in these pessimistic predictions on the future 
of gold, the distinguished economist has made a mistake by 
overlooking certain other very essential elements in his calcula- 
tion. 


The production of gold having doubled, the twenty years of 


production which Goschen estimated as necessary to compensate 
for the gold extraordinarily absorbed by the three above men- 
tioned countries are reduced to ten. Perhaps the twenty years 
might be reduced to even less than ten since Goschen then 
calculated that one-half the production of gold was employed in 
the industries and arts, but with the increased production, a 
larger proportion has been used for coinage. 

In fact, towards the middle of this century, Tooke and 
Newmartch estimated the gold employed in the industries and the 
arts at 60 per cent. Messedaglia accepted their estimate, but, 
on account of the simple fact that gold production has increased, 

* RAFFALOVICH, Le marché financier, p. 381. 

? LEROY-BEAULIEU, L’inanité des campagnes bimetallistes. 

3 Now these figures, although accepted by many others who are regarded as com- 
petent to speak on such questions, are among the highest, if not the very highest, 
given. ‘Tooke and Newmarch, on the contrary, give a minimum figure of two million 
pounds sterling, or 50 million francs (History of Prices, vol. i). Seyd reached only 
140 million francs as the average figure from 1848 to 1875 (Report of the Committee of 


the House of Commons on Depreciation of Silver, London, 1886). See also the study 
of STEPHEN BourRNE in the Journal of the Royal Statistical Society, June 1879. 
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he reduced to 50 per cent. the proportion of the gold thus 
employed. In this he followed the advice of Soetbeer. The 
same should be done today, and a very limited number of years 
will suffice to supply these 200 million francs absorbed by 
the coinage of the United States, Germany, and Italy. Haupt 
calculates the gold coined during 1897 to amount to 300 million 
dollars ;* that is, to more than one milliard of francs. The five 
milliards required by the United States, Germany, and Italy, 
present, then, nothing very exceptional if this ordinary coinage 
of gold is considered. But even apart from his very pessimistic 
prediction, which was not merely a personal opinion but one 
held also by Gibbs,? Giffen, Soetbeer, Haupt, Hansard, Patterson, 
and first of all by Suess, Goschen is wrong because he does not 
take into account the effects of all the institutions that are a 
perfect substitute for money. Even then, John B. Martin, a 
man who had lived too much in the London business world 
not to know minutely its most delicate operations, blamed 
Goschen for this great omission, which rendered his conclusions 
altogether unreliable. Since then the variety and number of such 
institutions has increased in a continually more marvelous manner. 

In the last fifty years English circulation has considerably 
diminished, although the population has almost doubled in the 
meantime, and international commerce has increased fivefold.3 
France has a greater quantity of coined precious metal than 

* Journal of Finance, London, 1898. 

? Henry H. Gibbs, then the president of the International Monetary Association, 
in 1883, came to this conclusion: “One cause alone has been persistent, and that is 
the appreciation of gold. That commodity is produced less and is used more, and, 
like other commodities in like case, it is consequently dearer.” He predicted that the 
production of gold would go on diminishing while the demand for industrial and 
monetary uses would increase. 

3It suffices to say that England has only two milliards of gold circulation, while 
France has over five. BAMBERGER, Ze metal argent a la fin du XIX€ sidcle, Paris, 
1896. But France has only the clearing house of Paris, with its exchanges, in 1895, 
of 6,147,527,000 francs, while in the same year in Italy the exchanges reached 
15,379,192,000 lire. And though it is true that the transactions of the Bank of 
France in 1895 amounted to more than 141.5 milliards, and only 2.05 per cent. of this 


appeared in specie, 23.87 per cent. in bank notes, and 74.08 in checks (see Le Matin, 
August 3, 1896), the Bank of France had to keep a reserve of 3322 millions in coin. 
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England, and this, undoubtedly, arises from the fact that the 
clearing-house system is more widespread in England. Thus, 
although in most civilized countries the institution is still in its 
infancy, Vandervelde estimates that the daily exchanges in the 
clearing houses amount to at least 1500 million francs.* This 
figure is perhaps considerably exaggerated, and with more 
reliable calculations and data that refer to 1895, we make it at 
most 1400 million francs.” 

The system of social comptabilisme of Solvay has failed, as did 
Robert Owen’s labor exchange; both proposing to eliminate 
money from economic contract. We can, however, say that the 
system of the governor of the Bank of France, a man far more 
practical than Owen or Solvay, has succeeded. Since 1846 he 


has tried to bring about a system that should have this result. 
Business men should settle their social contract by means of 
reciprocal claims, without the actual intervention of money. 
These obligations being gathered together at a given place when 
they fall due would almost completely balance each other, so 


that debts thus contracted would be mutually extinguished. 
Today, when this happy idea has been almost universally 
adopted, the use of money has in fact greatly diminished. It 
will diminish still more. 


*EMILE VANDERVELDE, “Les chambres de compensation,” in the Annales de 
Yinstitut des Sciences sociales, 1896, p. 39. 

? HEINRICH RAUCHBERG, “Der Clearing- und Giro-Verkehr in O6esterreich- 
Ungarn und im Auslande,” in the Statistische Monatschrift, 1896. In 1885, the total 
clearing, in thousands of crowns, were divided thus among the different countries: 


America, - - - - - - - - - 252,245,928 


London, 

Manchester, 

Newcastle, 

Liverpool, - 

Birmingham, - 

Germany, 

Paris, 

Italy, - 

Vienna, - - - - - - - - 


But Italy had these institutions even in the Middle Ages. 
peculiar type, of which the one still existing at Leghorn is an example. 


182,361,380 
4,076,233 
1,015,215 
2,702,293 

984,689 

25,023,013 

2,925,117 

71322,494 

7 702,594 
They were, however, of a 
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Suess had predicted that the discoveries of gold mines would 
progress as rapidly as geographical discoveries. Goschen, 
Gibbs, and the bimetallists generally were more pessimistic 
about the future of gold. They all said: The production of 
gold would continue to diminish, as it had already diminished, 
while the demand for industrial and monetary uses would 
increase, as it had already increased, with the growth of popula- 
tion. Instead of this being so the very opposite has taken 
place. The increased production of gold is not due merely to 
chance. To a greater extent than was formerly supposed, it fol- 
lows the law of demand, and we may predict that for many years 
to come it will continue to increase, or at least maintain itself 
on the high level of recent years. This is the view accepted by 
almost all European economists. 

Stanley Jevons,' as early as 1868 began to work on the 
statistics of the precious metals. He had a special technical 
knowledge of this matter. He had been employed for many 
years in the Mint at Sidney. After him, in 1882, Martin, an 
expert banker of London, undertook similar researches, and 
obtained results which did not differ greatly from those obtained 
by Jevons. Not very reliable, and rather empirical, are the 
calculations of the director of the United States Mint. ‘Thus, 
for instance, countries whose monetary systems are so divergent 
as the United Kingdom and Portugal, as the United States 
of America and India, as Mexico and Russia, are described as 
under the same monetary system—gold, gold and silver, and 
silver respectively, while the Greek drachma is taken as of the 
same value as the French franc.” ? 

Soetbeer made only a partial calculation of the coined pre- 
cious metals, contenting himself with England, France, Italy, 
Belgium, Switzerland, Germany, the United States, China, and 
India. According to Soetbeer the circulation of these countries 
alone would amount to more than 28 milliards. In spite of the 


*STANLEY JEvons, “On the Metallic Currency in the United Kingdom, and 
International Coinage,” in the Jeurnal of the Royal Statistical Society, 1868. 


2 Journal of the Royal Statistical Society, vol. lviii, p. 559. 
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great ability of the author these calculations, because incomplete, 
must be considered unreliable. 

The work of Lesley C. Probyn is passably accurate and com- 
plete. For 1894 he quotes these figures :* 


WORLD’S STOCK OF COIN. 








State and bank In circulation 
holdings (in thou- (in thousands of 
sands of pounds) pounds) 





446,915 374,498 
233,372 475,212 











In a few years more of gold production it will be possible to 
substitute gold for the silver. But much of this silver remains 
in the banks just as though it did not exist. The figures of the 
always stable silver bank reserves are given here. The gold 
reserve of the banks suffers a continual flux and reflux from the 
gold money in circulation; according to the needs of the mar- 
ket it increases the gold in circulation or is increased by it. 
These are the figures of this reserve in millions of francs: 

December 31, 1888, . - - - - 4,436 
31, 1891, 5,642 
31, 1892, : - 6,207 
31, 1893, 6,116 
31, 1894, 6,952 
31, 1895, . . . , 71596 

But there is a tendency to increase. If, as the bimetallists 
claim, the gold required for circulation were insufficient, the 
contrary phenomenon should present itself. And not only that, 
but banks of issue should, if there were need of a circulating 
medium, reach the limit of their circulation. Instead of this, 
the experience of the Bank of England is quite different. The 
relation of metallic reserves to circulation in this bank was as 
follows :? 

* ProBYN, “Gold and Silver, and the Money of the World,” in the Journal of 


the Royal Statistical Society, 1895, p. 561. 
? PIERSON, of. cit. and Economiste européen, 1896, p. 354. 
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March 21, 1895, - - - - 152 per cent. 
si 5, 1896, - - - - m_—“« « 
- 12, 1896, . . - i? Ss 
e Ig, 1896, - - - . 194 “ - 


That is to say, the Bank of England has no call to emit even 
one-half of the issue allowed by law, which is an amount equal 
to its metallic reserves plus the uncovered issue based on gov- 
ernment security. 

A similar condition is found in all the banks authorized to 
issue notes in Europe, as is shown by the following table exhibit- 
ing the relations between the circulation and the metal reserve :* 


December 31, 1891, - - - 58 percent. 
as 31, 1892, - és : 58“ “ 
i 31, 1893, 7 . . =. oe - 
i“ 31, 1894, - s - ° = ss 
- 31, 1895, - . r - 6% « 
March 5, 1896, - - é . Se mt <0 
” Ig, 1896, - - - oa ae “ 


In all books and all treatises on political economy it is said 
that experience points to metal reserve of one-third credit cir- 
culation. Instead of this, a metal reserve of two-thirds has 
actually been maintained by the principal European banks. 
This average would be still higher if it were not diminished by 
that of the countries with ruined finances. The metal reserve 
of the National Bank of Greece is only 2 per cent. of its circu- 
lation, that of the Imperial Bank of Germany was, March 15, 
1895, 112 per cent. of its circulation. If these banks cannot 
emit all the bank notes to which they are entitled, and suffer on 
this account an economic loss, it means that there is no demand 
for them. In fact money has never been so plentiful as it is now 
in the principal European markets. Discount has become very 
low in all money centers. The following are the exchanges of 
the London Clearing House,’ that essentially international market, 


* Economiste européen, Paris, 1896. 
? RAFFALOVICH, Le marché financier, 1894-5, p. 40. Note, however, the fact, that 


while the great monetary plethora began in London in 1890, the commercial activity 
of this city is still on the increase. The London and Southwestern Railway had, in 





THE MEASURE OF THE VALUE OF MONEY 71 


the center of modern commerce as Antioch was that of other 


times. 

First half year Second half year Total 
1885, - 2,787 2,724 5,511 
1886, 2,863 3,038 5,901 
1887, - - - 3,075 3,001 6,077 
1888, - - 3,461 3,480 6,942 
1889, 3,843 35755 7,618 
1890, . 3,907 3,894 7,801 
1891, - 3,562 3,285 6,847 
1892, - 3,302 3,179 6,481 
1893, - 3,370 3,108 6,478 
1894, 1247 3,090 6,337 
1895, - . . - 3,573 4,010 7,592 

The payments through the clearing house have diminished. 
In London the transactions of the clearing house are considered 
an infallible indication of the activity or the stagnation of busi- 
ness. If the economic crisis were produced by the deficiency of 
coin, as three Engish economists of European reputation, 
Shield Nicholson, Robert Giffen,? and Professor Foxwell3 
have claimed, then the clearings should have increased, not 
diminished. The coined gold idle at the banks should have 
diminished, but this did not happen. Credit circulation increased 
but slightly, the low discount did not secure a renewal of busi- 
ness, either at London or in other commercial centers. 

Money is therefore abundant. This is indisputable. The 
quoted facts are frequent and numerous, and thoroughly con- 
firm each other without a single contradiction. How can the 
abundance of the circulating medium be doubted ? 

The course of prices (index-number) of the forty com- 
modities in this last period was, according to the calculations of 
Sauerbeck, as follows: 
the six months, July-December 1895, grvss receipts amounting to £1,982,651, with an 
increase of £94,164 over the corresponding period in 1894. The Great Eastern Rail- 
way, in the last months of 1895, had an income of £2,501,297; in 1894 it had been 
£2,343,462. See Economiste francais, February I, 1896, p. 135. 

*J. SHIELD NICHOLSON, A Treatise on Money (London, 1888), p. 273. 


?R. GIFFEN, Essays in Finance (London, 1886), p. 102. 
3 The Contemporary Review, December 1892. 
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December, 1893, - - 67.0 May, 1895, . - 62.4 
June, 1894, - 63.1 June, 1895, - - 62.8 
August, 1894, - - 63.0 July, 1895, . - 63.3 
September, 1894, . 62.7 August, 1895, - - 63.5 
October, 1894, - - 61.7 September, 1895, - - 63.3 
November, 1894, - 60.8 October, 1895, - - 62.3 
December, 1894, - - 60.1 November, 1895, - - 62.3 
January, 1895, - 60. December, 1895, - : 62.3 
February, 1895, - - 60.80 January, 1896, - - 61.4 
March, 1895, - 61.7 February, 1896, - - 61.4 
April, 1895, - - 62.5 


In spite of slight oscillations, easily explained, the decline 
in the prices of commodities as shown by these index-numbers 
is continuous, even in the last period. It is more marked in com- 
modities that are an object of international commerce, as is 
shown by the data given by S. Bourne, who treats of commodi- 
ties imported into and exported from the United Kingdom.* 


1890 75.9 1893 70.9 
1891 75.7 1894 66.5 
1892 72.3 1895 64.1 


Now the difference which appears between the fall in prices 
of the forty-five commodities considered by Sauerbeck and 
those of Bourne, shows that special causes must concur in their 
action on each of the two groups under consideration, so as to 
effect the different course of decline in their several prices. 

The conviction that the variations in prices are influenced by 
causes peculiar to them is greatly strengthened by observing 
these data of Soetbeer. These are the prices of the various 
commodities that have contributed to form the general index- 
numbers, but are here separated into groups of products :? 

*They are obtained by the method indicated, first by R. GIFFEN, in his Report 
on Recent Changes in the Prices of Exports and Imports, London, 1888. 

*I. Agriculture articles, 20 articles. 
II. Products of cattle and fish, 22 articles. 
III. South European produce, 7 articles. 
IV. Colonial articles, 19 articles. 
V. Produce of mining, 14 articles. 
VI. Textiles, 7 articles. 
VII. Sundries, 11 articles. 
VIII. British industrial articles of export, 14 articles. 
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II Ill IV v VI VIII | I-VIII 





1861-1870 131 132 117 118 98 130 129 123 
1876-1880 138 146 138 126 94 102 III 123 
1881-1883 139 154 142 121 84 96 104 122 
1884 123 150 120 117 78 97 103 114 
1885-1891 104 131 125 116 77 99 95 105 
































The prices of each group show a law of change peculiar to 
themselves. Even Sauerbeck has to admit this, and he gives 
separate quotations for each of the groups, which, for the year 
1895 are as follows : 








Number of Total of Average 
quotations prices price 





I. Vegetable products, grain, etc. (wheat, 
flour, barley, oats, maize, potatoes 
54 
II. Animal products (beef, mutton, pork, 
lard and butter 78 


62 





Groups I, II and III 64 


IV. Minerals (iron, cast-iron, lead, tin, 
coals) 435 62 


416 52 


tallow, petroleum, oil, soda, nitrate, 
MII 00s cakecssnd 719 65 








60 


1570 





45 2794 62 














However, the error concealed in the average general price 
obtained by Sauerbeck is not peculiar to his index-numbers alone. 
The Economist also gives average index-numbers which are: 


1845-1850 2.200 1884 2.221 
1879 2.202 1888 2.230 


Now, while such index-numbers vary little, these perturbations 
which took place in the prices of some commodities’ are striking : 


* The term of comparison chosen is the average of prices in 1845-1850, and it is 
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1879 1884 1888 
Coffee, - . - - 143 106 166 
Sugar, - : B . 55 54 49 
Tea, - - - - SII g2 64 
Tobacco, - - - 156 200 244 
om = = «+ = 73 58 
™_™ + - - : 77 104 173 


But the index-numbers of Sauerbeck are based on hardly 
more than a third of the commodities taken by Soetbeer. 
The commodities considered by the Economist number only 
twenty-two, that is less than a third of those taken by Sauerbeck. 
Yet, even the index-numbers of Sauerbeck show the fallacy of 
this system. Even in them the course of prices follows its own 
peculiar law of variation. The average price of these index- 
numbers refers to 1847-1850 and is supposed to equal 100. These 
are then the corresponding prices for each group of commodities 
in 1888 in the same market, Hamburg: 


Agricultural products, - - - - - « - 99 
Animal products, - - : - - - - 130 
Southern products, - - - - - - - 118 
Colonial products (except cotton), - - - - 116 
Mineral products, - - - - - - - - 76 
Textile products, - - - - - ° . 81 
Various products, - - - - - - - - 74 
Exports from England (wool, silk, etc.), - - - 94 

Total index-number, - - - - - - 102 


The system of index-numbers, used for lack of any prefer- 
able one in measuring variations in the value of money, causes 
misleading and absolutely mistaken conclusions. The total 
index-number is the resultant of many different facts and phe- 
nomena and is based on heterogeneous if not on unreliable data. 
It attributes to one single factor phenomena that are different 
by their very nature. The twenty-two commodities from which 
the economist’s index-number is compiled show an aggregate 
average price for the years 1845-1850 of 2200. This remains 


made equal to 190. See concerning this, SCHOENHOF, History of Money and Prices 
(New York, 1896). 
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almost unchanged in 1891, having risen only to 2224. In the 
half century none of the twenty-two commodities preserve the 
same price, and each price varies independently in accord- 
ance with the demand and supply of the respective commodities. 
The very simplicity of the system of index-numbers used for 
the purpose of determining a very complex phenomenon should 
make us indifferent or skeptical as to the value of results show- 
ing so insignificant a variation. With only the total index-num- 
bers before us, it is impossible to assign the proper share of 
influence to each one of the numerous technical processes which 
have determined the fall in price of various commodities, or to 
determine the action which improvements in production, fashion, 
crisis, and many other varying factors have exercised on the 
course of prices. Finding it impossible to give the real signifi- 
cance of the total index-number, all its variations are attributed 
to oscillation in the value of money. But it is apparent that the 
variation in the purchasing power of money is a consequence, an 
effect, of obscure, and complex causes. The total index-num- 
ber gives us, then, the effect measured in money, of all the 
technical, industrial processes, and of all other causes which have 
determined the changes in price of the enumerated commodities." 
If the index-number shows an increase in the purchasing power 
of money, it is an effect, a consequence of these factors, and the 
decline in the prices of commodities is due to those varied and 
complex causes. 

But the protectionists do not understand the spirit of the 
index-numbers. They mistake the effect for the cause. They 
attribute to the increased value of gold the phenomenon which is 
instead caused by the diminished price of the commodities. 

Let us take the prices of the commodities which Sauerbeck 
has made use of to calculate his index-numbers. The group of 

* We easily understand [says Jevons] that during the Crimean War, the price of 
wool should go up. During the present blockade of the southern ports of the United 
States, cotton has increased two or three times its natural value. Money in these 
cases, measures the economic effect which the Crimean or the United States war has 


on wool or on cotton, but this economic phenomenon is absolutely independent of 
money and its measure. This is the case with index-numbers. 
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products which has diminished in price more than any other, and 
which consequently determines more than any other group a low 
general index-number, is the group of textile products. But we all 
know that the decline in the price of textile products has nothing 
to do with the demonetization of silver, but that it is due to the 
revival of this industry in the United States, after the Civil War. 
The depression in the prices of cotton begins long before 1873. 
The wool drops considerably in price because of the competition 
in this product from Australia, the Cape, etc. Even potatoes 
have enormously diminished in price. The German Empire 
alone gives about one-third of the potato crop in the world. 

If we take the prices of potatoes in the markets of Magde- 
burg, of Stettin, of Breslau, of Berlin, for the years 1893, 1894, 
1895, and compare them with those of the years 1879, 1880, 
1881, we find that during this interval the price of potatoes has 
fallen from 30 to 40 per cent., or even more. The grades that 
in the earlier three years obtained a price of 30 or 32 marks per 
ton are now sold with difficulty at 21 or 22 marks.* How dis- 
tressing the condition of agriculture in Germany would be if all 
prices had decreased in a like ratio. But the potato crisis is 
simply due to an excess of production, not compensated by a 
corresponding increase in the quantity consumed. Exactly the 
contrary has taken place inthe case of coffee. The production 
of coffee has increased but consumption has increased still more. 
The price of coffee has increased about one-third; in 1879- 
1881 the price of Rio coffee was 147 francs per 100 kilograms; in 
1893-1895 the same quality was sold at 200 francs. The price of 
tea on the contrary fell about 20 per cent. from 1879-1881 to 
1893-1895. 

All those who follow the theory of value of Smith, revived 
by Marx and accepted by the protectionists, should recognize 
that the value of gold has diminished wages, the most important 
of all prices, everywhere, even when the economic crisis has 
reduced the profits of the manufacturer. And Cohnstaedt has 


* Grosshandel-Preise wichtiger Waaren an deutschen Plitsen im Jahre 1895 und in 
den 17 Jahren 1879 bis 1895. Bearbeitet im Kaiserlichen statistischen Amt. 
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ascertained, for 1895, in Germany, a rise in the prices of wheat, 
iron, petroleum, rice, cotton, copper, and tin." But in all these 
cases there are special causes that justify and explain such a 
rise in their price, and it would be foolish to attribute it to a 
decrease in the value of gold. 

It has been shown that an abundance of the circulating money 
has coincided in point of time with an economic crisis, in which 
there has been a decline in the price of most commodities. But 
any such decline is a special case to be separately explained. In 
some cases the fall is strongly accentuated, in other cases it is 
less marked and in still other cases there is an advance in price. 
So much has been shown and we are led to the following conclu- 
sions. 

a) The crisis of 1895 is due to causes independent of the 
circulating medium. 

6) The system of index-numbers is altogether inadequate as 
a basis of economic deductions where it is used to measure varia- 
tions in prices and in the value of money. It gives rise to gross 
economic errors. 

c) If prices have diminished, it is due to causes peculiar to 
the production and the consumption of special commodities. 
The price of other commodities has increased. All this has 
taken place independently of the value of gold. 

d) Itcannot be said that the value of gold has increased. If 
today, when the prices of many commodities have diminished, the 
same weight obtains more goods in exchange, the fall in price is 
due to special causes peculiar to cach commodity. 

It is true, therefore, that the campaign for the re-establish- 
ment of bimetallism in Europe, fought with such obstinacy by 
the agrarians, has had against it all the leading economists of the 


Old Continent. 
G. M. FIAMINGo. 


RoME, 1898. 


*L. COHNSTAEDT, Goldzuwachs und Waarenpreise ( Frankfurt, 1895). 











TWO TYPICAL THEORIES OF MONEY. 


THE QUANTITY THEORY OF MONEY FROM THE MARXIST 
STAND-POINT 


LEARNED contributors of the JOURNAL OF POLITICAL ECONOMY 
have frequently dealt with the quantity theory of money from opposite 
points of view, but none has taken that bold stand which becomes 
both the advocate and the critic. Each writer, it appeared to me, has 
written covertly for or covertly against the theory. On this side of the 
water the money question is not so often to the front, and consequently 
the quantity theory is not so often broached ; but nevertheless there is 
one party which holds very decided views on the subject, namely, the 
Marxist school of economists. 

Marx was bitterly opposed to the quantity theory, and attacked it 
in his usual blunt way, affirming that “‘the erroneous opinion that 
prices were determined by the quantity of the circulating medium was 
based, by those who first held it, on the absurd hypothesis that com- 
modities are without a price, and money without a value when they 
first enter into circulation,” meaning thereby that the quantity theorists 
presupposed a bulk of commodities and of money already in the mar- 
ket, which, like manna, descended from heaven, and was then put into 
circulation, an aliquot part of this medley of commodities exchanging 
for an aliquot part of the heap of precious metals. Such is the con- 
clusion which Marx says he draws from the theorem laid down by the 
father or godfather of the quantity theory of money, John Locke. 
The well-known assertion of the eminent philosopher is ‘that man- 
kind having consented to put an imaginary value upon gold and silver, 
the intrinsic value regarded in these metals is nothing but the quan- 
tity.” There is no question here of indefiniteness. If it means any- 
thing, it means that the total quantity of commodities equals the total 
quantity of the money metal, therefore a single commodity as an 
aliquot part of the total quantity of commodities equals an aliquot 
part of the total quantity of money-gold. 

So far as our experience goes the advocates of the quantity theory 
always shirk accepting the position of Locke— their only really logical 

78 
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position, if quantity is to be adduced as a principle to solve the ques- 
tion of prices and value. If the advocates of the quantity theory find 
that they must throw over Locke they would better at once accept the 
Marxist historical view of the developed price form of value, and save 
themselves from the absurdities of an illogical position. 

Locke, if an able philosopher, was an inconsistent one, and a poor 
economist, for, when he came to deal with an economic problem which 
puzzled him, he forsook his great principle, that the origin of all 
knowledge was based on experience, and resorted to the a prior? method 
of argument to get a theorem to his liking. He had to give an expla- 
nation of certain economic phenomena. The occasion demanded a 
theory, and he accordingly formulated one. He was much in the 
position of Aristotle regarding the problem of exchange of money 
and commodities. Aristotle saw that an exchange implied a quantita- 
tive equation on a qualitative basis, but the qualitative substance on 
which that equation was based eluded him; and so, to satisfy the 
cravings of his logical and mathematical intellect, he argued to him- 
self that it was a “makeshift” substance, whatever that may mean. 
Locke, like Aristotle, satisfied the cravings of his logical and philo- 
sophic mind, and then pursued his course, assuming that everybody 
would be as well satisfied as he was himself with the solution of the 
problem. Certainiy, the theory was very plausible. It sounded 
scientific, and was charming in its simplicity. It seemed sent, like the 
Malthusian theory of the law of population, to suit the needs of the 
hour. The system of production at that time also helped to give 
credence to the theory. The staple industries of England were com- 
paratively few, and were carried on year after year without any startling 
changes, which had the tendency to make money and commodities. , 
appear to have a fixed ratio. New discoveries in gold only helped the 
theory. If prices rose through a sudden influx of gold the problem 
was easily solved. The advocates of the quantity theory had only to 
explain that the quantity of gold-money had increased relatively to 
the amount of commodities, the rise in prices was explained, and the 
theory was confirmed. 

Locke, and all the quantity theorists show that they misunderstand 
the origin and growth of money when they assume that it has an 
“intrinsic” value. The phrase, when thoroughly examined, is mean- 
ingless. “Money and commodities imply a quantitative equation with 
a qualitative unit as a basis of measurement. To express the “intrin- 
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sic” value of a quantity of money in terms of another commodity, it 
must equate itself to another commodity of like “intrinsic” value. 
But, apparently, such a commodity is missing! What is a unit of 
“intrinsic” value? If such a unit was demonstrable, it would give the 
quantity theorists something tangible to work upon. 

When dealing with the relative form of value Marx points out that 
the “‘ magnitudes of different things can be compared quantitatively only 
when those magnitudes are expressed in terms of the same unit. It is 
only as expressions of such a unit that they are of the same denomi- 
nation, and therefore commensurable.” 

How does this accepted general proposition apply to the quantity 
theory ? Commodities exchange with money. The intrinsic unit, 
according to Locke, in which they are measured as being of the same 
denomination, is quantity. Money confrontscommodities. Quantity 
has here to act as the unit or qualitative substance of measurement. 
But it is precisely at this point that our “intrinsic” unit leaves us in 
a quandary. 

For example, we want to express the value of a sixpence relative to 
a four-pound loaf of bread; analyzing the intrinsic properties of quantity 
existing between two commodities, as stated by Locke, the relation of 
number presses itself to the front. We can regard sixpence as the unit 
in one case and a four-pound loaf as the unit in the other. Increase 
the number of loaves and their price should fall. What does experience 
say to this? More bread is sold in cold weather than in hot, but 
experience teaches us that the price of bread does not vary with the 
quantity produced. Again in this country during the past few years 
the sales of tan boots have increased in number, but their value has 
not fallen proportionately to the quantity of money as it should if 
the quantity theory held good. 

But perhaps Locke viewed quantity from another point of view. 
Perhaps he had an eye to the intrinsic properties of money and com- 
modities relative to their weight or bulk. We will put the question 
then: Is it the weight in the sixpence and in the four-pound loaf 
which gives them their equivalence? No. It would never do to give 
four pounds of sixpences for a four-pound loaf! Is it, then, their 
bulk which acts as the “intrinsic” property? No. That would be 
worse than measuring by their weight! We should require a motor car 
to carry about our small change, if a van load of bread exchanged for 


a van load of silver. 





TWO TYPICAL THEORIES OF MONEY 8I 


It is obvious when we consider the intrinsic properties of the 
“quantity” of silver and bread in the light of their number or 
physical properties that we fail to find a qualitative attribute which 
can act as a means of measurement. 

The terms of equivalence in exchange impose upon us the condi- 
tion that the two quantities of silver and bread should be considered 
from their qualitative as well as their quantitative aspect. Transform 
our two commodities considered as quantities into qualitative mag- 
nitudes, and as we have seen they become astral bodies without form, 
size, weight, or color by which they, as exchange-values can be com- 
pared. As quantities destitute of qualities, they are incommensurable 
and, even if we by hypostatization transform them into qualities, we 
should, by transforming the two commodities as “intrinsic quantities’’ 
into qualitative substances lose them as quantitative magnitudes, 
and consequently have nothing to measure. The fact is that Locke 
and his followers commit philosophic suicide when they turn a 
commodity as a quantity into a quality, or “intrinsic” property. 
Locke overlooked the relative and equivalent terms of his equa- 
tion. He never attempted to give us the basis of his concep- 
tion of a unit quantity as an “intrinsic property,” an unpardon- 
able omission on his part, bearing in mind that he devoted the third 
chapter of his Essay on the Human Understanding entirely to a discus- 
sion of the misapprehensions arising out of language, to which he 
attributed all the fallacies of the metaphysicans. 

Locke’s formulation of the quantity theory has proved too crude 
for even his own followers. Anxious to maintain his position and to 
shed the luster of their own talents upon the matter, they have 
grafted upon Locke’s statement the theory of supply and demand, and 
with this modification the quantity theory is now generally presented. 

Coming down to present advocates of these views we find that the 
Rt. Hon. Lord Farrer, on behalf of the “Gold Standard Defence 
Association,” has recently issued a pamphlet on the Zhe Quantitative 
Theory of Money and Prices in which he fathers the theory of supply 
and demand, displaying it in bold type that the reader may not mis- 
take him. 

What is supply and demand in the abstract? Nothing but bare 
quantities. Exactly Locke’s position! Thus Farrer leaves the ques- 
tion where he found it, and his bimetallist opponents consequently 
remain unscathed by his criticisms. 
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Marx is perfectly clear on the money-form of a commodity. He 
proves that money is a commodity and subject to the law of cost of 
production (as governed by social human labor) like its fellows. The 
function of money, he says, is to find a material in which to express 
the value of commodities as magnitudes of the same denomination 
qualitatively equal and quantitatively comparable. The material 
gold meets these requirements. It is of the same denomination as any 
other commodity because it is a product of human labor; it is quali- 
tatively equal and therefore comparable for the same reason; and it 
is capable of being divided up, the relation of each aliquot part being 
ascertainable by means of its weight. Gold on the basis of its cost of 
production thus possesses all the attributes necessary for the purpose 
of a social equivalent and measure of value, besides embracing the 
ideal price form. 

John Stuart Mill admitted that money was governed by its cost of 
production, but from a misconception, or lack of knowledge of the 
equivalent form of value, he was led to assert that there was a con- 
nection between the value of money and its quantity. He says: 


There really is, in one respect, a closer connection between the value of 
money and its quantity than between the values of other things and their 
quantity. The value of other things conforms to the changes in the cost 
of production without requiring, as a condition, that there should be any 
actual alteration of the supply; the potential alteration is sufficient, and, 
even if there be an actual alteration, it is but a temporary one, except in so 
far as the altered value may make a difference in the demand, and so require 
an increase or diminution of supply, as a consequence, not a cause, of the 
alteration of value. Now, this is also true of gold and silver, considered as 
articles of expenditure for ornament and luxury ; but it is not true of money. 
If the cost of production of gold were reduced one-fourth by the discovery 
of more fertile mines it might happen that there would not be more of it 
bought for plate, gilding, or jewelry than before, and, if so, though the value 
would fall, the quantity extracted from the mines for these purposes would 
be no greater than previously. Not so with the portion used as money ; that 
portion could not fall in value one-fourth, unless actually increased one- 
fourth; for, at prices one-fourth higher, one-fourth more money would be 
required to make the accustomed purchases, and if this were not forthcoming 
some of the commodities would be without purchasers, and prices could not 
be keptup. Alterations, therefore, in the cost of production of the precious 
metals do not act upon the value of money except just in proportion as they 
increase or diminish its quantity, which cannot be said of any other commod- 
ity. It would, therefore, I conceive, be an error, both scientifically and 
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practically, to discard the proposition which asserts a connection between the 
value of money and its quantity. 


For fear that Mill’s position may not be at once grasped by the 
reader, we venture to give an example to illustrate his meaning. Mill 
says: If 100 chairs costing £50 became reduced in value one-half the 
manufacturer would not have to increase the number of chairs to 200 to 
show that they had fallen 50 per cent. in value. His chairs would 
show that they had fallen 50 per cent. in value by exchanging for 
#25—just one-half the first price. When we come to deal with a 
fall in the value of money the position of money and commodities 
becomes reversed. Supposing gold to fall in value one-half instead of 
the chairs, gold would have to increase its quantity 100 per cent., that 
is, a hundred sovereigns instead of fifty would be needed to express 
the value of the chairs. 

Because money has to increase its quantity to express its fall in 
contradistinction to commodities whose quantity remains stationary 
under the circumstances, Mill asserted that there was a connection 
between the value of money and its quantity. 

If Mill had adhered to his cost of production theory he would 
have discovered that social-labor governed the expression both of 
commodities and money, and that the seeming variation was due to 
the equivalent form of value, such variation happening because money 
has no price-form of value. 

Money is the legally recognized equivalent— and, we might add, 
also the universal social equivalent. Now, if we insist upon the equiv- 
alent representing a given quantity of social-labor—say twenty 
hours—surely we should not regard it as singular that gold should 
double its quantity to express its fall in value, supposing the labor- 
time taken to produce a sovereign became reduced one-half. The 
same result would happen to any commodity which took up the posi- 
tion of equivalent. If we demand the expression of twenty hours 
of social-labor then the concrete expression of value as expressed by 
commodities must conform to the hours of labor. Quantity is thus 
not the cause of value but an effect attending its expression. Mill 
says if money falls one-fourth then there must be one-fourth more 
sovereigns to denote its fall. Naturally, this must be so if the same 
amount of social-labor is expressed. That is the only way open to it 
under exchange. 

Supposing a man turn out a hundred chairs in a week, they repre- 
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sent the equivalent of a week’s labor. By improved instruments he 
now produces as an equivalent two hundred chairs in a week. To 
express a week’s labor 100 chairs must give place to 200 chairs. The 
same argument applies to money. 

Leaving the equivalent form of value which money represents, and 
turning our attention to the relative form (the opposite pole of the 
equivalent) of commodities, we find different conditions obtain). This 
time we have only to express the social-labor in a given quantity of 
commodities. We had before to express a fixed quantity of social- 
labor by means of commodities. The hundred chairs now fall one- 
half. But there is no need to double the quantity of chairs to express 
their fall because we can do so by the price form of value which allows 
us to express their value in gold and in aliquot parts of gold. Money 
having no price-form or reckoning-form is denied this facility of 
expression of value peculiar to the relative form. Of course gold 
could be priced in any commodity, but then it would lose its equivalent 
form, and therefore its money form, and the terms of our argument 
are that it remains in the equivalent form. 

If Mill, like Marx, had studied the development of the money- 
form of commodities I believe he would not have been led to father 
the quantity theory, but would have completely discarded it. 

Professor Stanley jevons also had some strange ideas about quan- 
tity in relation to money. I really think he was half inclined to deny 
the material mineral stratum underlying gold-money, and to accept 
the possibility of an absolute paper-money. At any rate, in his Money 
and the Mechanism of Exchange he asserts that a certain quantity of 
inconvertible paper can be foisted on a community. 

It is very probable that a government under specious pretences 
might foist a certain quantity of paper-money upon the community 
without any return; just as a fraudulent business man, who, on the 
strength of a good trade has obtained credit, can get commodities on 
his note of hand under the belief that he will redeem his promises 
and meet his liabilities. Such a man can play with the market up to a 
certain point; but it is evident that he must eventually collapse. 

The same thing would happen with government paper-money. A 
certain quantity might be borne by the community with its vast 
resources for producing and accumulating wealth. But let the gov- 
ernment use the notes beyond a certain point and a hitch would occur. 
The notes, it would be suddenly discovered, represent only paper and 
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printers’ ink. A government can commit petty larceny on a commu- 
nity for a time just as a shop assistant may commit petty larceny 
behind the counter. Inconvertible notes, like false credit, might 
possibly be accepted through the ignorance of the people, up to a 
certain point. But discovery means collapse; and if Jevons had 
pursued his investigations farther he would have seen the ridiculous- 
ness of a piece of paper being able to masquerade for long as a 
bona fide equivalent. 

Money is governed by the same laws which controi other commod- 
ities. We may imagine “intrinsic” properties for money, and play 
tricks with paper symbols which represent it, but time will surely 


expose the absurdity of them all. 
A. P. HAZELL. 


LONDON. 


STABLE MONEY-.' 


[Question may arise as to the citations of fact in the following paper ; 
but since its chief interest lies in the line of argument adopted, rather than 
in the data to which it has recourse, it has been printed without change.— 
EDITOR. | 


I DESIRE briefly to speak of what is probably one of the most 
important considerations in the science of money and in the reform 
of our monetary system. I refer to the establishment of stadle money 
and its correlary, stable general prices. 

I will first state five fundamental propositions : 

1. Despite the difficulty some appear to experience in grasping the 
fact, there is, in addition to prices of individual things as wheat or iron 
or land, a general average of prices of all commodities taken together ; 
or what has been not inaptly styled a “sea level of prices.” 

2. This sea level of prices may be statistically determined; in 
fact, it has for many years been thus determined for many commodi- 
ties by such statisticians as Soetbeer, Jevons, the London economist, 
and others. 

3. It may be graphically depicted in diagrammatic form (as in the 
accompanying chart) and may thus be presented to the eye at a 
glance. 


* Paper read before the Omaha Monetary Congress. 
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4. The inspection of such a diagram reveals two clearly defined 
movements: an oscillatory movement, violently fluctuating through 
short periods as months, years and decades, and a general trend, 
which since 1873 has been a terrific downward sweep. 

5. The impartial study of financial and industrial history reveals 
that both these movements are vicious, the oscillatory fostering the 
speculative spirit, turning business from the work of producing for 
the satisfaction of consumption into that of “ betting on the market,’ 
and reducing it, in large measure, to a gambling game; while the 
steady downward trend of prices robs debtors to the unfair advantage 
of creditors, makes long-time debts more and more difficult and often 
impossible to pay, thus leading to the steady foreclosure of mortgages and 
the emphasizing of the inequalities in the distribution of wealth, impels 
abandonment of the legitimate arts of production, since business men 
will not produce against a “ falling market,” and leads instead to an 
increasing demand for safe investments, as bonds upon governments 
and other sound securities. 

I offer now two propositions in the line of reform, the first desir- 
able, the second essential to a rational and honest money system. The 
first is that the statistical exhibit of the double movement of prices 
be made as accurate and trustworthy as possible. To this end the 
force of our national treasury department or of our national bureau of 
labor statistics should be enlarged by the creation of a permanent 
commission of eminent experts in statistics of industry and finance, 
nonpartisan in character, and representing various points of view on 
the great industrial and financial problems of the day. To this com- 
mission should be entrusted the work of collecting statistics of general 
prices, weighting the same as their relative importance may require, 
constructing the price curve carefully and publishing the same at short 
intervals in such form as shall display the double movement of gen- 
eral prices through a considerable period of time as a half century or 
century and, on a larger scale, the same double movement through 
the few months and weeks immediately preceding each successive 
publication. Asa matter of course, all the details and processes of 
this work should be open to the fullest publicity and to the criticism 
of competent and incompetent alike. 

The actual movement of prices once determined, my next pro- 
posal is that this movement be regulated with a view to establishing 
stability of general prices and causing the price line in future to 
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describe not the path of a bolt of lightning through a thunder cloud 
but a sane, straight and steady path. The line, instead of oscillating 
violently from month to month and year to year, and sweeping down- 
ward by successive flights through decades, should be made to run, as 
nearly as possible, on a level, straight across the page of the diagram. 

Iam met at once with the inquiry, Is it possible thus to control 
the movement of general prices? I answer, In large measure, 
unquestionably, yes. Certainly the downward sweep, marking the 
declining prosperity of large classes and the gathering in of immeas- 
urable unearned increment by other small classes can be wholly cor- 
rected ; while the oscillations, desirable only to the gambler in prices, 
can be largely remedied. The key to the problem lies in the connec- 
tion between prices and the medium of exchange. 

According to the Ricardian formula, accepted by the early econo- 
mists, the connection subsisting between prices and the volume of 
money is direct and constant. Each moves with the other. As the 
one (the money volume) increases the other (the average price of 
goods) increases, and inversely. Expanding the money volume thus 
produces the same effect upon the sea level of prices as is produced 
upon the level of water in a lake by the melting of snow in the 
mountains and the swelling of the streams by which the lake is fed; 
while diminishing the money volume lowers the general level of prices 
exactly as drafting off water from the lake lowers the level of the lake. 

Upon this theory “sound money” men today heap unmeasured 
scorn and ridicule. On examination, however, it is found that the 
real crux of their criticism lies in the apparent disregard, by the above 
formula, of the existence and vast importance of credit as a medium 
of exchange in modern industry. Credit, we are told, represented by 
pass and check books, bills of exchange, and other devices of modern 
banking, now does some go per cent. of the work supposed by the 
uninformed to be done by money. Hence fluctuations in the volume 
of actual money can produce but an inconsiderable effect, at best, upon 
the average of prices. This, however, even if true as thus broadly 
stated, by no means affects the validity of the principle briefly enunci- 
ated by the formula. It simply requires a slight modification of the 
wording of the formula, which, now, to meet the requirements of 
changed economic conditions should be made to read, The average of 
general prices varies directly as the total volume of the medium of 
exchange (rather than money); as the total exchange medium increases, 
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average prices correspondingly increase, and as it diminishes, they 
diminish. In this total volume of the medium of exchange we may 
now include gold and silver money, government paper and bank 
money, credit instruments of all sorts, and even private media of 
exchange represented by clearing house certificates, checks issued by 
company stores, and whatever in any way functions as a machine for 
facilitating the exchange of goods and services. If, now, the volume 
of the total exchange medium, as thus defined, can be controlled the 
movement of average prices can be correspondingly controlled. Is 
such control possible ? 

It is conceded that certain factors of the exchange medium are 
now, in the absence of appropriate legislation, but slightly subject to 
social control. Gold is freely coined by the government for the bene- 
fit of the owner of bullion. The volume of bullion that may in any 
year be presented for coinage is dependent upon the accidents of dis- 
covery, the profits of mining and the demands of the arts. The 
volume of bank notes is determined, at its lower limit, by the profits of 
bank circulation, and at its upper by the total volume of available gov- 
ernment bonds. ‘The volume of bank credit is dependent largely upon 
the highly unstable and abstract psychological phenomenon called 
“confidence ;”’ while the volume of private money, though steadily 
encroached upon with the advance of civilization, is confined within 
highly indefinite limits. A veritable anarchy thus exists as to the 
volume of certain important factors of our medium of exchange and, 
hence, of the total volume of that medium itself. Yet one of the fac- 
tors is of right and by custom subject to the control of the people 
through their Congress. This is government paper money, the 
so-called greenback ; while, through the processes of receipt and pay- 
ment of the various forms of money, our federal treasury can affect 
materially the volume of the money in circulation. 

While the lack of effective social control of some forms of exchange 
medium—a lack which will doubtless in time be supplied — will 
embarrass in a measure all attempts at controlling the price level, yet 
it is nevertheless believed that by properly expanding and contracting 
the supply of government paper money and other funds handled by 
the federal treasury the price level may in large measure be regulated. 
To illustrate: water is admitted into and drawn from a tank through 
many connecting pipes, large and small. All of these pipes, save 
two, are beyond our control. These two, however, one admitting 
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water to and the other withdrawing it from the tank, are large. We 
desire to maintain a level of water in the tank at a given height, say 
three feet. Obviously, our problem would be simple if all the pipes 
were under our control. As it is, however, we can accomplish much. 
When, through the introduction of water by others, the level rises 
above the three-foot limit, we have but to open our exit pipe and drain 
off water until the desired level is reached. Similarly, when the 
level falls below three feet we may raise it by admitting water through 
the pipe under our control. Working thus, consciously and method- 
ically, with the end of maintaining the fixed level, we could do much 
toward accomplishing our purpose, despite the opposing forces indi- 
cated ; and could only be completely baffled by the combined action 
of others controlling pipes which, together, carry more water than our 
own. In sucha case the remedy would be found only in an extension 
of our control over pipes now operated by others. 

Similarly, though many factors of our exchange medium are under the 
control of private individuals and interests, expanding today and con- 
tracting tomorrow, but, on the whole, contracting more than they expand 
(though the expansion of industry and the multiplication of exchanges 
demand exactly the opposite course); the public, through its control 
of government paper money, can, by expanding when others contract 
and contracting in case they unduly expand, go far toward maintaining 
a level of general prices. Should, however, the combined action of 
private interests controlling the volume of other exchange media too 
seriously embarrass the work of maintaining stability of prices, it would 
be necessary to extend the public control over still other factors of the 
medium of exchange. The remedy proposed, though applied in so 
moderate a manner as has been suggested, would unquestionably act 
as an injection of oil into the troubled waters of our sea of prices. 
Should the billows still toss too wildly it would be necessary for us to 
apply the regulative function to the next most important factor, that, 
namely, of credit. 

Assuming next that it is theoretically possible to regulate the level 
of general prices in the manner indicated, the question next arises, 
How should the expansions and contractions be effected? A mild and 
conservative method that has been suggested is the purchase and sale 
by the national treasury of call bonds. When expansion is desired,’as 
shown by a falling price line, such bonds would by this method be 
purchased, the requisite funds being obtained by taxation, or by print- 
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ing new bills as bank notes are printed when a bank applies for cir- 
culation. When contraction is necessary, as shown conversely by the 
rising of the price line above the normal level, bonds would be sold 
and money withdrawn from the circulation and locked in the vaults of 
the treasury. 

The second method, involving more material changes in our pres- 
ent financial system, is one which would be far more serviceable in 
time of panic and one which the uncertain volume and refractory 
character of bank credit may render necessary. It is that, viz., result- 
ing not from the government going out of, but resolutely deeper into 
the banking business. By the transmission of money through the 
mails the government, through its public post office, now exercises an 
important function once largely monopolized by banks and express 
companies. The demand for postal savings banks has grown so strong 
that the postmaster-general, even of the present “sound money” 
administration, strongly recommended its adoption. The next step 
beyond postal savings banks would be the postal bank of discount 
and deposit, furnishing money on safe paper at 3 or 2 per cent., fig- 
ures which “sound money” authorities now admit to be not unreason- 
ably low. While the adoption of this measure by government need 
not mean the monopolizing by it of the business of deposit and dis- 
count banking, any more than the establishment of the post office 
money-order system meant the monopoly by the government of the 
business of transmitting money, it would mean the breaking of the 
banks’ monopoly of this business and would make possible so large a 
control of the credit system by government as would greatly facilitate 
the maintenance of a stable average price. 

The most striking and beneficent result of government banking, as 
indicated, would be the application of rational methods to the hand- 
ling of a crisis or panic. ‘Sound money” authorities are now admit- 
ting that panics are unnecessary. Prudent government banking 
would render them impossible. It is a commonplace that American 
banks today, in order to protect themselves from the fury of a panic, 
do for the public exactly the wrong thing at the time. Bagehot 
explained with endless iteration in his Lomdard Street that a panic, 
instead of being starved, should be fed—literally choked to death 
with money. American banks habitually employ the opposite treat- 
ment, and contract their credits and loans in the face of a panic 
because they feel they must protect their reserves. As a check to 
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panic this is like throwing kerosene upon a burning building. Here a 
boundless field would be found for the operations of the government 
bank. 

If the suspension of the Peel Act and the extension to the Bank 
of England of permission to inflate the currency with its notes or 
credits can prevent a crisis, much less a panic; and if the sale of gold 
from the New York subtreasury could stop the Black Friday panic 
when that financial cyclone was under full headway, much more could 
the discount of good commercial paper prevent both crises and panics 
in the United States. Since, however, the banks admittedly cannot sup- 
ply these accommodations and thus harmlessly draw off the electrical 
fluid which otherwise generates financial tornadoes, it becomes neces- 
sary that the community, organized, if for nothing else, certainly for 
self-protection and self-preservation, supply the accommodations and 
prevent the crash. 

The proposal, then, in a nutshell is, first, that a trustworthy barome- 
ter of general prices be furnished both to the treasury department and 
to the general public through a scientifically and accurately constructed 
price line; second, that, guided by this price line, the United States 
treasury department actually control the movement of general prices, 
expanding when the price line falls below the normal level and con- 
tracting when it rises above. 

Finally, may the proposed method of regulating the average level 
and stilling the tempest of general prices be applied to our present 
monetary system, or must it wait for the establishment of bimetallism, 
national or international, or the supersession of all other existing 
forms of money by full legal tender government paper? As above 
indicated, the more complete the control of the entire monetary sys- 
tem by the whole people through their central government the more 
certainly efficacious would be the remedy. Hence, bimetallism would 
be preferable to gold standardism ; national bimetallism would be prefer- 
able to international, the latter subjecting our monetary system largely 
to foreign control, and “ greenbackism,” that is, the establishment of a 
full legal tender government paper system, scientifically limited in 
amount by the method herein described, independent of any metallic 
backing whatever, and superseding absolutely all forms of bank money 
or “bank currency ” issues, would be best of all ; for such a system would 
be most completely under the control of the people, and would render 
not only possible but entirely practicable the public control of the 
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general movement of prices. Fortunately, however, so beneficent a 
reform need not wait for great changes in our present financial system. 
The next Congress could provide both for the statistical commission 
and for the immediate application of the regulating machinery, as 
explained. To check the fall in prices existing bonds could be pur- 
chased, when necessary, in the open market and at the inevitable 
premium, and be paid for with the proceeds of our present system of 
taxation — though a humane system of taxation, bearing lightly upon 
the weak, and upon the strong in proportion to their ability to pay, 
would be infinitely preferable. 

Nor is it easy to foresee a rational objection that could be urged, 
save by speculators and those directly interested in the continued 
decline of the price level, against a proposal at once so intelligible, 
conservative, and simple, and so beneficent in its effects. 

Given, then, this balance wheel, regulating at the same time the 
volume of our exchange medium and the movements of the price line, 
we should enjoy, for the first time in our history, if not in the history 
of the modern world, an equitable standard of deferred payments, a 
money of uniform purchasing power, and an “honest dollar.” 

Tuomas ELMER WILL. 


KANSAS STATE AGRICULTURAL COLLEGE, 





NOTES. 


DAVID AMES WELLS. 


Davip AMES WELLS, who died November 5, 1898, filled a unique 
position in the economic field of this country, and his departure is a 
sad reminder of the diminishing ranks of the older generation of men 
who long exercised an important and wholesome influence on our 
national policy. Mr. Wells was born in Springfield, Massachusetts, on 
June 17, 1828, of the best New England stock. Indeed, his strict devo- 
tion to conscience and principle typified, while it also added luster to, the 
New England characteristics. He was graduated from Williams Col- 
lege in 1847, and early devoted himself to writing, being first engaged 
on the staff of the Springfield Repudiican. An inventive mind, also 
drawn to science, led him to graduate at the Lawrence Scientific School 
of Harvard in 1852, where he became assistant professor. Then he 
passed to the Lawrence»-Acgdemy at Groton, Massachusetts, as an 
instructor in physics and chemistry. In 1857-8 he was connected with 
the publishing-house of G. P. Putnam & Co. 

The period of the Civil War naturally drew to the front a brilliant, 
thinking man in his thirties like Mr. Wells, and practically directed 
his energies into the economic field. Among the men who rose to 
the emergency Mr. Wells was particularly distinguished. In 1864, in 
Troy, New York, where he was then living, he prepared a paper for a 
literary club on the debt, revenue, and credit of the United States, 
under the name of “Our Burden and Our Strength,” of which some 
200,000 copies were published and sold. President Lincoln, impressed 
by its quality, invited him to Washington, and in conference with him 
and Mr. Fessenden, then Secretary of the Treasury, on the fiscal situa- 
tion, a Revenue Commission was established in 1865. This com- . 
mission, of which Mr. Wells was appointed chairman by Secretary 
McCulloch, made an epoch in the fiscal and statistical work of our 
country. It was pioneering, far-sighted and unequaled of its kind. 
Scientific taxation — whatever of it we may be said to have —dates from 
the investigations of that commission. It was, also, Mr. Wells who 
brought about the establishment of the Bureau of Statistics and the 
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appointment of Francis A. Walker to the charge of it. On the expira- 
tion of the commission, Mr. Wells continued as Special Commissioner 
of Revenue for four years, during which time a prodigious work was 
accomplished in systematizing the internal taxes. 

Empowered itt 1867 by the Secretary of the Treasury to draft a 
new tariff law, Mr. Wells made an official visit to Europe to study manu- 
factures. This visit changed him from a vigorous protectionist to an 
ardent free-trader, and, strange to say, his revised tariff bill actually 
passed the senate in 1867 by a vote of 27 to 1o, and failed in the 
house by only a few votes. Horace Greeley arose in defense of pro- 
tectionism against Mr. Wells’ report in 1869, and in time the latter was 
refused reappointment by President Grant. This practically ended 
his official career, although it did not end his influence. 

He was soon appointed chairman of a commission to examine into 
the local taxation of the State of New York, and his report is of the first 
importance. In 1872 he was invited to lecture at Yale, and was chosen 
a delegate to the Democratic national convention in that year, and again 
in 1880. Residing then in Norwich, Connecticut, in an overwhelm- 
ingly Republican district, he was defeated for Congress in 1876, and 
again in 1890, on the Democratic ticket. In 1876 he was made 
receiver of the Alabama and Chattanooga Railroad, restoring it to 
solvency in avery brief time. In 1878 he made an admirable report 
on canal tolls for the State of New York. He was selected as one of 
the trustees of the bondholders for reorganizing the Erie Railway, 
resulting in 1879 in his choice as one of a board of arbitration for the 
associated railways in matters of apportionment of earnings. When 
the question of government ownership of telegraphs was raised, he 
made an exhaustive study, arguing against government ownership. 

Mr. Wells would gladly have repeated in America the career of 
Cobden ; and he would have done it had conditions not been so adverse 
in the United States to a free-trade propaganda. This leadership 
brought him recognition abroad, and especially in England. In 1873 
he was invited to deliver the annual address before the Cobden Club ; 
became an honorary member of the Royal Statistical Society in 1871 ; 
was chosen foreign associate of the French Academy of Political 
Science in 1874, to fill a vacancy caused by the death of John Stuart 
Mill; was made a member in 1877 of the Regia Accademia dei Lincei 
of Italy; was president of the American Social Science Association in 
1875, of the New London Historical Society in 1880, and of the 
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American Free Trade League in 1881. The degree of LL.D. was 
granted him by Williams College in 1871, and by Harvard University 
in 1890. In 1874 Oxford gave him the degree of D.C.L. 

As he was an easy and rapid producer, a complete list of Mr. 
Wells’ writings would be long. It must also be remembered that in his 
early years his bent was strongly toward science. He invented a 
machine for folding sheets to be used with the power printing press. 
Not only was he the author of the well-known Science of Common Things, 
but also of a series of scientific text-books, the one on chemistry 
having been adopted at West Point. Of his economic work, the most 
important and characteristic are, the Reports of the Special Commissioner 
of Internal Revenue (1866-1869), Our Merchant Marine (1882), The 
Primer of Tariff Reform (1884), Principles of Taxation (1886), and Recent 
Economic Changes (1889). It is no derogation to a writer who came 
on the scene before drastic training in economics was possible or 
required, to say that in some respects his work lacked scientific quality 
and depth. In his Recent Economic Changes, one of the most effective 
books of its kind, he was led astray by the over-production fallacy, 
although that lapse had little to do with the real value of the volume. 

To his friends he was ever the open-hearted, ruggedly honest, 
high-minded and genial companion, always burning with zeal for the 
really important reforms of the day, always a fountain of interesting 
and exact knowledge, always helpful and sympathetic. He was per- 
sistent, painstaking, indefatigable in his hunt for facts. Whatever he 
lacked in systematic training was overbalanced by his practical instinct 
and good sense. In reality, he was a great statistician, and his 
mind had no bent for vague abstractions or for speculative discus- 
sions. It was his closeness to the facts of everyday life which gave 
him so great an influence with men. American economists can ill 
afford to lose so honest, so strong, so loyal an elder brother from 
their ranks. L. 





THE development of railway statistics in the United States, espe- 
cially during the past decade has brought us to a point where the 
relations between the roads and the public are clearly shown. Statis- 
tics of operations set forth in great detail the work done and the pay 
received for doing it. The capitalization reports show the amount 
and kinds of stock and bonds and the dividends and interest paid. 
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Perhaps an analysis of the holdings of its stocks and bonds is more 
than the railway should be required to give. The railway manager has 
always been slow to take the public into his confidence, and, although 
he may now be willing to show fully the relation of the road to the 
public in general, he may see grave reasons for not informing us how 
the stock and bonds are held. If the securities are owned in small 
blocks by great numbers of people along the line, probably no objec- 
tion to publishing this fact would be made. Or even if the holders 
do not reside along the line but have invested small savings in the 
stock of the road so that adverse legislation or anything that lowers 
the revenue hurts a large number of honest investors, the railway man 
is not averse to having this fact published and emphasized. If, on 
the contrary, the owners are great capitalists residing in the East, or 
worse yet, in Europe, experience has shown that knowledge of this 
fact does not make the position of the manager any easier in dealing 
with his local constituency. So, if the securities are held abroad or 
in large blocks, we may expect this fact to be concealed from the gen- 
eral public as much as possible. 

To the economic student much data, helpful in the solution of 
problems outside the transportation field, would be furnished by statis- 
tics showing where and in what quantities railway securities are held. 
In studying foreign exchange and international values, definite infor- 
mation about the interest and dividends paid to foreigners is greatly 
desired. Problems of distribution, accumulation of capital, effect 
of the rate of interest upon accumulation, and kindred topics might be 
made much more definite by such data as the railways could furnish. 

We have full returns carefully tabulated by the Interstate Commerce 
Commission to show just how far formal consolidation of railways has 
been carried, but no data available show to what extent virtual con- 
solidation has been accomplished by accumulations of stock in the 
hands of a few individuals. 

For these and other reasons we hail with joy that paragraph in the 
last report of the Illinois Central Railway which furnishes information 
as to the ownership of its stock. Information about the ownership of 
bonds would be even more thankfully received. In the case of the 
Illinois Central the difference would not be marked, for its stock has 
long been an investment security. But for many of the railways of 
this country a list of the stockholders would show who are the specu- 
lators rather than who are the capitalists or investors. 
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Although the Illinois Central in its report does not give all of the 
information desired, it does show the number of shareholders, their 
average holdings, their grouping as large or small holders and their 
location in so far as they are Americans or foreigners, employees or 
residents of the states through which the road passes. 

Of the 6381 shareholders 3365, a little over one-half are in the 
United States, 2869 in Great Britain and 120 elsewhere. One-third of 
the United States stockholders live in the states along the line and 733 
of them are employees of the company, whose average holding is only 
3.5 shares. Foreigners hold more than one-half of the Illinois Cen- 
tral stock, their average holding being 75.5 shares to 70.5 for American 
holders. 


All told, the books show 8 holdings of 5000 shares, or over; 51 of 1000 
shares, or over; 80 of 500 shares, or over; 681 of less than 500, but more 
than 100 shares; 391 of exactly 100 shares each, and 5170 of less than 100 
shares. The number of stockholders registered on the books is 6381. Barely 
one-eighth of them own over 100 shares apiece." 


If we take the 820 holdings above 100 shares at the minimum, #. ¢., 
51 at 1000, etc., they average nearly 300 shares each, and leave an 
average of 52 shares each for 5561 small holders. If we assume that 
they average at the middle point between the dividing numbers, ¢. ¢., 
51 at 3000, the halfway point between 1000 and 5000, etc., they give 
an average of over 500 shares to each of the large stockholders and 
leave an average of about 20 shares in each small holding. At the 
lowest calculation 820 men own almost half the stock. Calculating at 
the mean point they hold nearly four-fifths. 

For the year ending June 30, 1898, the Illinois Central paid to 
foreign stockholders $1,436,175 in dividends. If the report showed 
what part of the bonds are heid by foreigners, and if other railroads 
would give us the same data we should know more nearly how much 
our annual exports must exceed our imports. It is fair to suppose 
that the proportion of bonds of American railways in foreign hands 
is greater than the percentage of stocks which they own, and that the 
payment to them on interest account exceeds the dividends they draw. 
If we take the stock of the Illinois Central as a basis on which to 
apportion between natives and foreigners, the dividends paid by 
United States railways, the foreigners can draw 50 million dollars of 


* Report of the Illinois Central Railroad Company for 1898. p. 7. 
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bills on us which will not be represented by imports entered at our 
custom house. On the same basis 100 million dollars more would be 
due them as interest on railway bonds. Naturally, conjectures of this 
kind are of extremely small value, but if the other roads would follow 
the good example of the Illinois Central we should not be compelled 
to draw conclusions from such meager data. 


SUGAR IMPORTATIONS AND REVENUES. 


THE recent war with Spain has given a severe blow to the so-called 
“sugar-bounty” countries. Among these Germany stands pre-eminent. 
For several years the government of the “ fatherland ” has encouraged 
the manufacture of sugar from beets. Germany relied upon the United 
States, to some degree, for the sale of her sugar product. In 1897 the 
importations to this market of German beet sugar amounted to 1511.4 
million pounds, which, through the Dingley Bill, were reduced to 
138 million pounds in the year ending June 30, 1898. The demand 
in this country is said to be about four and a half billion pounds. 
This amount can be supplied by Cuba and Porto Rico when the results 
of peace and new methods make themselves felt in the island industry. 

As the table below indicates, Germany was shipping into the 
United States in 1896 more than 14 per cent. of the amount and value 
of imported sugar." The proportion of trade belonging to Hawaii 
was somewhat less, but the share of the islands was much larger than 
in the early part of the nineties. It is reasonable to suppose that the 
sugar from Cuba and Porto Rico will now be admitted free of duty 
into the United States. If this happens the entire market of the 
United States will be supplied by these islands and the sale of German 
sugar in this country will virtually cease. Germany may look to a pos- 
sible demand for her product in England, but the increased supply of 








2 SUGAR IMPORTS, 1896. 
Pounds Value 

Germany, 525,991,757 $12,528,755 
France, 34,810,370 859,359 
Belgium, 72,721,826 1,771,980 
West Indies, 1,523,362,109 33,281,361 
Hawaii, 352,175,269 11,336,796 

3,896,338,557 $89,219,713 


—Commerce and Navigation of the United States, 1896, vol. i. p. 44. 
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sugar from Cuba and Porto Rico will release that part of the product 
which has been coming into the United States from the British West 
Indies. Very naturally, in so far as England needs it, this amount 
will go to England. It would appear that the German industry is 
likely to suffer a good deal. 

There is still another fact to be met and that is that the placing of 
sugar on the free list means the reduction of our revenue. As given 
in the following table, the revenue from dutiable sugar amounted to 
$29,808,140 in 1896. 

Imports Value Duty 
1890 29,340,115.60 lbs. $ 96,094,532 $53,985,873 
1891 3,483,407,222 105,728,216 2,303,692 
1892 3,556,309,165 104,408,813 76,795 
1893 3:766,445,347 116.255,784 163,956 
1894 4,345,193,881 126,871,889 259,763 
1895 3,5745510,454 76,462,836 15,354,290 
1896 3,896,338,557 89,219,773 29,808,140 
—Statistical Abstract, 1896, p. 285. 


The total revenue from customs in the same year was $169,021,751. 
Sugar duties probably aggregate about 18 per cent. of the total revenue. 
Such a reduction will certainly increase the embarrassment of an 


already burdened treasury. The question of meeting a deficit will be 
rendered still more difficult by the elimination of one of the most 
fruitful sources of income. 


FRANK L. McVey. 
UNIVERSITY OF MINNESOTA, 


THE TRANSITION TO GOLD IN ENGLAND AND IN 
INDIA. 


Ir the question is asked, At what date must we place the transition, 
in England, from silver to gold, as the monetary standard of the 
country ? the reply that we should be most likely to receive would be, 
In 1816. The most cursory glance at the monetary conditions ruling 
during the eighteenth century, however, is sufficient to show us that 
there did not then exist anything that even remotely corresponds to 
our conception of a silver standard. We find Adam Smith, for instance, 
speaking of gold as, in his day, “holding up” the value of the silver 
coin, just as we might speak of the sovereign as holding up the value 
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of the shillings and half crowns now. The fluctuations of the foreign 
exchanges, owing to the state of the silver coinage, when Lord Liver- 
pool wrote, had already become a thing of the remote past. For very 
many years they had fluctuated only in conformity with the condition of 
the gold coinage and with that of the balance of trade. The mint price 
of gold too had remained for very many years at the unvarying figure 
of £ 317s. 10%4d,, or within a fraction of it, as at present ; while the price 
of silver bullion fluctuated, at any rate, as noticeably as it did during 
the earlier years of thiscentury. Taking a survey of the state of things, 
indeed, it is hard to say what there is in it that is wanting to the com- 
plete existence of the gold standard. If today in India we had a 
similar state of things established, one in which the gold held up the 
silver to a uniform value, and in which the exchange was unaffected by 
anything but the balance of trade and the condition of the gold coin- 
age, we should certainly have all the gold standard that anyone thinks 
of or aims at. 

Go back one hundred and twenty years, however, to the date of 
the great recoinage of silver, and we find an entirely different state 
of things in existence. Silver was then beyond all question and in 
every possible sense of the word, the English standard. It was the 
active and operative, as well as the legal standard. The guinea then 
‘rose and fell in quotable value, like any other commodity ; the clipped 
and worn condition of the silver coinage caused the dealings of internal 
commerce to be attended with endless trouble and inconvenience ; and 
brought down the exchange with Hamburg and Amsterdam, sometimes 
as much as four shillings in the pound. From 1695 to 1699 was the 
period of the recoinage of silver. Subsequent to it history appears to 
be altogether silent in regard to monetary troubles either in connection 
with internal dealings or with the foreign exchanges. Macaulay dwells 
with enthusiasm on the long years of immunity from such troubles 
that succeeded it, and which he, most naturally, regards as having 
flowed from it. The truth was, however, that the recoinage had hardly 
been completed before the new full-weighted silver began to leave the 
country again in a steady and unceasing stream. Eighteen years after 
its completion all the beneficial results which it was expected to secure 
had ceased to have any existence as far as the condition of the silver 


itself was concerned. 
In the reign of King William [remarks Lord Liverpool], when the silver 
coins were so very deficient, Mr. Locke had said, “It is no wonder if the price 





NOTES IOI 


and value of things be confounded and uncertain, when the measure itself is 
lost.” To restore this measure the public had expended £2,700,000. But 
notwithstanding so great an expense, this measure of property in the lapse of 
a very few years, was a second time lost, and had no existence, unless it had 
passed into the gold coin. 

Amid much that is uncertain and obscure there are two facts that 
stand out clear and unmistakable. First, there is the fact that while, 
in 1695, silver was the operative standard of the country, it had, by the 
middle of the next century, probably by 1720, altogether ceased to be 
so, and was mereiy held up in value by the gold, as a subsidiary coin- 
age. Second, there is the fact that this all had come about without 
any action, or indeed any thought of action, on the part of the legis- 
lature with the view of bringing it about; that it had come about indeed 
in the teeth of statutory legislation that made both gold and silver 
equally unlimited legal tender, and that opened the mints to the free 
coinage of both. 

In so far as the phenomenon has been recognized as one that calls 
for explanation, the current explanation given of it is summed up in 
the well-known formula of Gresham’s Law. Gold, we are told, being 
overrated as compared with silver at the mint, by Sir Isaac Newton in 
1717, ousted silver as the ordinary currency of the country. The public 
having then come to use gold instead of silver as money in the bulk 
of their transactions, gradually came to measure all values in it, and 
eventually —a century later—adopted it formally as their standard. 
The explanation is a rough and ready one,,and is one, I think, that 
will not stand a careful scrutiny. To begin with, the statement that 
gold ousted silver as the ordinary currency of the country is a state- 
ment that is plainly enough not in accordance with fact. It stands to 
reason, on the contrary, that, with a state of thingsin existence socially, 
in which the average working man was receiving wages of ten shillings 
a week or under, and was being paid weekly, the currency must, to a 
very great extent indeed, still have continued to consist of silver. If 
we want specific evidence on the subject, however, we have it from 
Harris. Writing in 1757, he tells us that, in his time, “the great 
inland commerce of the country was chiefly carried on by silver” and 
that “laborers, handycraftsmen and manufacturers of all sorts” were 
paid their wages in that metal. Again, the statement that gold was 
overrated as compared with silver is one that, though strictly speaking 
correct, may readily mislead. Gold bullion was, indeed, overrated as 
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compared with silver bullion, and the fact that it was so was one of 
much importance as bearing on the situation, but the gold coin that 
was in circulation was not overrated as compared with the silver coin, 
but, on the contrary, came to be, by the middle of the century, very 
greatly underrated as compared with it. When this ensued, there were 
plainly two classes of money in circulation, a worse and a better, and 
both were unlimited legal tender. Why then did not the worse, the 
worn silver, oust the better, the gold coins, from circulation, as, by 
Gresham’s Law, it ought to have done? It is surely worthy of remark 
that, in this case, Gresham’s Law altogether failed to operate ; and 
that the worse money, instead of supplanting the better, settled down 
into a subsidiary currency alongside of it. What happened, to trace 
the process, so far as it can be traced in detail, was this ; first, that, as 
silver bullion was overrated as compared with gold bullion, practically 
no fresh silver was brought to the mints to be coined. The mints were 
thus closed to silver as effectually as if they had been closed by statute; 
secondly, that all the heavier silver coins were picked out, melted down, 
and exported. What were left, however, must have been no insignifi- 
cant quantity, if they were sufficient to carry on all the inland commerce 
of the country. They were, however, sufficiently depreciated by loss 
of weight to be, at any rate, not more valuable intrinsically than they 
were nominally ; otherwise they too would have gone to the melting pot- 
As time went on, they continued to suffer from wear and tear, till, in 
the end, they were found to have lost from a third to a half of their 
weight. Their quantity being limited, however, by the impossibility 
of coining silver except at a loss, they came, by a natural process, to 
exemplify both of the two conditions that are, nowadays, laid down as 
essential for a subsidiary coinage; their supply was free from the risk 
of unlimited augmentation, and they contained less metal than that 
which corresponded to their nominal value. 

The state of things that thus came about was, it must be remem- 
bered, one to which the history of mankind up to that date could show 
no parallel. It seems to us so simple a matter to make the silver 
shilling circulate as precisely the twentieth part of the gold pound 
sterling that we do not readily realize the fact that the possibility of 
doing so had not so much as dawned on the minds of our ancestors in 
the seventeenth century. Locke was profoundly and justly impressed 
with the unsurpassable importance of making and keeping the mone- 
tary standard always absolutely uniform. He laid it down accordingly 
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as self-evident that silver was the only substance that was suitable to be 
used as the standard money of any country; as it was by the use of 
silver alone that that end could be attained ; that the perfect identity 
of “the integer with its fractions,” as Harris puts it, could always be 
insured. It had never apparently so much as occurred to Locke, or to 
anyone else in his day, that the identity of the integer with its frac- 
tions, as far as value was concerned—the only salient matter—could 
be perfectly maintained, while yet the standard money of the country 
consisted of a different substance from its subsidiary money. They might, 
no doubt, have found something of a precedent for such a state of things 
in the existence, in the past, of copper and billon moneys maintained 
at a value that was different from their intrinsic value. The inference 
may seem to us an obvious one that, if copper could be maintained at 
a parity with silver, then silver could be maintained at a parity with 
gold. Nothing is more certain, however, than that this inference was 
never drawn. It would be a gross anachronism, indeed, to represent 
to ourselves the Englishmen of the seventeenth century as on the 
lookout for such precedents. Silver was for them the inherited stand- 
ard of the country, and the last thing they thought of or dreamt of 
was its displacement in favor of gold, or its reduction to a subsidiary 
position. Every step, indeed, in the transition from silver to gold, 
with all its momentous consequences, was evolved by the natural course 
of events, without forethought or intention on the part of any human 
being. In describing the origin of cabinet government in England 
Mr. Bagehot says that “we blundered into it.” It might be said of the 
gold standard, in a similar manner, that we blundered into it; the 
disastrous state of the depreciated silver being itself converted by an 
apparent accident into an essential feature of the new system. It 
would, perhaps, be truer, however, to say that, as the genius of the 
English people in the political sphere, unaided altogether by theory, 
evolved both the house of commons and the cabinet, to be copied, 
when the time was ripe, by the rest of civilized Europe; so, in the 
monetary sphere, it evolved the system under which, in the world of 
today, the standard can remain one and uniform, while the currency, 
as far as substance goes, can be as complex as that of the United States 
is now. It will be well to inqyire how far this history throws light 
upon the present problem in India. 


While the history of all Europe has been ransacked, in connection 
with the Indian currency problem, for such precedents as may assist 
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in indicating the best method of transition from the silver to the gold 
standard, the transition in England itself appears to have passed prac- 
tically uninvestigated. The difficulty in connection with the problem 
in India which is generally felt to be most serious is that of the 
reserve. A large gold reserve, it is contended, is indispensable before 
the gold standard can be adopted, and the questions, how it is to be 
got, and how, when got, it is to be retained, are supposed, in many 
quarters, to be questions well-nigh unanswerable. The figure at which 
this indispensable reserve is placed by different expert authorities 
varies very greatly. The chairman of the Bank of Calcutta puts it at 
7° million pounds sterling, the Hon. Herbert Gibbs at 50 million 
pounds, Sir David Barbour at 15 million pounds, and Mr. A. M. 
Lindsay at from five to ten million pounds. There is evidently nothing 
in the nature of a general principle that can underlie such divergent 
estimates. The only thing noticeable about them is that the more 
hostile, on other grounds, a writer is to the adoption of the gold stand- 
ard for India, the larger is his estimate of the indispensable gold 
reserve. What is certain is that its amount must be precisely propor- 
tioned to the liability intended to be incurred, and that, if the gold 
standard can be adopted without incurring any liability, it can be 
adopted without the preliminary accumulation of any gold reserve. 
It was hoped, indeed, that the measures of 1893 would bring about 
the transition to gold without liability, and consequently without a 
gold reserve. This hope, no doubt, has not so far been fulfilled. The 
transition in England in the eighteenth century, however, we have 
seen, was effected without anyone so much as contemplating it in 
anticipation, much less thinking of accumulating a reserve to prepare 
the way for it; and the question presents itself: Is the mode of transi- 
tion which then took place capable of being imitated now in the case 
of India? The first great operative fact in connection with the Eng- 
lish transition was the virtual closing of the mints to silver; and that 
we have already imitated in India by their statutory closure. The 
second great operative fact was the fixing of a ratio between the unlim- 
ited gold and the practically limited silver. Before the fixing of the 
ratio, silver measured values in England, and the gold guinea fluctuated 
in price. After it, the guinea remained steady, and the silver coins 
also remained steady, but became subsidiary money. What was intended 
was to fix the value of gold in the old standard silver; what was done 
was to fix the value of the silver coinage in the new standard gold. 





NOTES 105 


Suppose, then, it were decided to imitate this second operative fact 
in the case of India, what is it that would have to be done? After the 
sovereign had been made unlimited legal tender, and the mints had 
been opened to its free coinage, plainly the next thing to be done 
would be to fix a rate—the closer to the market rate the better—at 
which the sovereign and the rupee should both be made legal tender 
in all transactions. In the Indian case it would be well, no doubt, 
also, further to anticipate the process of evolution, in as far as nomen- 
clature went, and at once to convert all fixed payments in rupees into 
payments in pounds sterling, at or about the current exchange rate. 
If a peasant’s rent were ten rupees per annum now, he would still con- 
tinue to pay ten rupees per annum, but his payment— supposing the 
rate adopted were one shilling and four pence to the rupee—would, 
in future, appear as thirteen shillings perannum. The pound sterling, 
it would have to be announced, would thenceforth be used as the 
medium of all computations, and the rupee would thenceforth be 
received, in the payment of taxes and custom duties, at the fixed rate of 
one shilling and four pence, or something slightly under it, as the 
committee might recommend. By doing this the government would 
undertake no more risk in connection with the transition to gold than 
was undertaken by England itself in its transition in the eighteenth 
century; and, whether the probable ultimate success of the measure in 
fixing definitely the value of the rupee is conceded or not, it must at 
any rate be conceded that such a measure could involve no liability of 
any sort, nor do anything to make a gold reserve for India in any way 
more necessary than it is at present. At present we know that India 
meets her outside obligations in gold without a gold reserve simply 
because the balance of trade is always in her favor. If the balance of 
trade turned against her, the situation even now might become very 
critical, but there is no reason for asserting that it would be more 
liable to become critical after the adoption of gold as the official 
standard in the manner described than before it. As to the risk of an 
internal drain, there could, of course, be none if the government did 
not guarantee the conversion of the rupees into gold. The mere fact 
of making gold and the rupee equally legal tender in all transactions, 
at a fixed ratio, would, it need hardly be said, involve no guarantee 
whatever. That provision, on the contrary, would give to all tender- 
ers, the government included, the option of paying in whichever 
medium they pleased. 
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The question, however, remains: Is there good reason to believe 
that the adoption of such a course would have the effect of definitely 
fixing the value of the rupee, now become a subsidiary coin? The 
English precedent unquestionably favors the opinion that there is 
every reason for that belief. The rupee would, of course, though sub- 
sidiary, be unlimited legal tender; but so was the silver coinage of 
England in the eighteenth century, and so is the silver coinage of a 
great part of Europe now. This subsidiary coinage would, in the case 
of India, form practically the whole currency; but we know that it 
does that in the case of Java at present without any unsatisfactory 
result. The main ground for believing that the measure would be suc- 
cessful in definitely fixing the value of the rupee is this: that, under 
the new system, a state of things would be brought into existence in 
which the rupee circulation, owing to the fact that its being received 
in all payments due to government at a fixed ratio to gold, would be 
continually in process of being redeemed, to all intents, in gold. The 
revenue bears a proportion of about four-fifths to the total circulation, 
and that proportion would be directly redeemed annually. It is this 
virtual redemption in gold that, as Professor Laughlin remarks, in 
America maintains the value of silver and of the certificates based on 
it, which are not actually redeemable in gold, at a parity with United 
States notes which are, and the principle that is thus seen to operate 
in America would certainly not fail to operate similarly in India. As 
to the bank notes, they are promises to pay in rupees now, and should 
remain promises to pay in rupees still, with this difference that, if 
the parity of the rupee with gold were successfully maintained, they 
would, in effect, be precisely equivalent to promises to pay in gold. 

WILLIAM WARRAND CARLILE. 

LARGS, SCOTLAND. 


RESUMPTION OF SPECIE PAYMENTS IN AUSTRIA- 
HUNGARY. 


Six years ago the Austrian government formed a plan for the ulti- 
mate resumption of specie payments, and the adoption of the single 
gold standard. Initiatory legislation was enacted in 1892; in 1894 a 
second series of laws was passed; this year the ministry has proposed 
to take the final steps. 

The legal tender paper currency, which the pending laws will make 
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redeemable in-gold, is of half a century’s standing. In the stress of the 
revolution of 1848, when there were revolts in Hungary and Italy, ris- 
ings in Bohemia, and barricades in the streets of Vienna, the National 
Bank was forced to suspend specie payments, and the imperial 
Exchequer resorted to the issue of inconvertible paper money.’ Coin 
speedily disappeared from circulation, and the irredeemable currency 
depreciated until at one time in 1850 a paper gulden was worth in 
silver but two-thirds of its nominal value.* After defeating Sardinia 
and reducing the Hungarian rebellion, the government began in 1855 
to prepare for resumption. September 28, 1858, the National Bank 
commenced again to pay in silver. But the specie standard was main- 
tained only seven months. Becoming involved in the war of 1859 
with Italy and France, the government borrowed so heavily of the bank 
that it had again to suspend, April 25, 1859. The papermoney which 
had been practically at par in December fell in May as low as 65. 
With the return of peace the government once more commenced to 
reduce its indebtedness to the National Bank ; the paper rose to 99 and 
the bank was on the eve of again resuming payments in silver, when 
the disastrous six weeks’ war of 1866 with Prussia frustrated the plan, 
and led to fresh issues of government notes. 

After 1866 the twice thwarted attempt to resume specie payments 
was not renewed until 1892. The paper currency consisted of notes 
issued by the government, and notes issued by the Austria-Hungarian 
Bank in about equal proportions. By the terms of the monetary treaty 
between Austria and Hungary there was a permanent circulation of 

*On the history of the paper currency in Austria see Denkschrift tiber das Papier- 
geldwesen der dsterreichisch-ungarischen Monarchie. WVerfasst im k. k. Fittanzmini- 
sterium. Wien (K. k. Hof-und Staatsdruckerei, 1892); and Denkschrift tiber den Gang 
der Wahrungsfrage seit dem Jahre 1867. WVerfasst im k. k. Finanzministerium. Wien, 
1892. A brief sketch is to be found in LAUGHLIN, History of Bimetallism in the 
United States (4th edition, N. Y., 1897), pp. 189-197. 

?See Statistische Tabellen zur Wahrungs-Frage der dsterreichisch-ungarischen 
Monarchie. Verfasst im k. k. Finanzministerium, Wien, 1892; TZadellen zur 
Wahrungs-Statistik. Verfasst im k. k. Finanzministerium, Wien, 1893, and GRUBER, 
Statistische Bettrige sur Frage der Wihrung der ésterreichisch-ungarischen Monarchie 
(Jena, 1890). Detailed discussions of the fluctuations of the premium may be found in 
KAREL KRAMAR, Das Papiergeld in Oesterreich seit 1848 (Leipzig, 1886), chap. ii.; 
W. LEsIGANG, “ Die Ursachen des Agios und seine Schwankungen in Oesterreich,” 
Jahrbicher fiir National tkonomie und Statistik, vol. xxvii. pp. 273-315; FOLDEs- 
WEIsz, “Beitrage zur Frage iiber Ursachen und Wirkungen des Agios,” 7did, vol. 
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312 million gulden unsecured state notes. Austria was responsible for 
70° per cent. of this sum, or 218.4 million guiden, and Hungary for the 
remainder, 93.6 million gulden. In addition to this fixed sum of 312 
million gulden of imperial paper money, Austria maintained a circula- 
tion of state notes for which it alone was responsible, varying in 
amount from 64 million gulden in 1872 to 4.5 million gulden in 1880, 
and rising again to 50.7 million gulden in 1891. The Austria-Hun- 
garian Bank, whose notes furnished between 44 and 56 percent. of the 
paper circulation, was perfectly solvent, its issues being protected by 
discounted paper and by a specie reserve averaging about 33% per 
cent. But had the bank resumed, as it might have done, great embar- 
rassment would have arisen from the inequality in the value of the two 
kinds of paper money —the bank notes restored to par, and the state 
notes still depreciated. The real obstacle to resumption, then, was the 
inability of the government to pay its notes in specie on demand.’ 

With the gradual economic development of the Empire, however, 
resumption became every year a more pressing question. As the 
“‘Motive” to the proposals of 1892 expressed it, the paper currency 
“bearing no definite relation to the metallic standards of other culture 
states gave rise to manifold difficulties and losses in commerce and 
trade, and might in the future expose the country to incalculable dan- 
gers.”* Finally the government summoned an expert commission of 
inquiry, presided over by Professor B6hm Bawerk, to meet in Vienna 
in March 1892, to consider the best method of establishing a stable 
monetary system.? 

After careful consideration the commission decided that gold was 
to be preferred as the standard of value in the new system of coinage 
above silver or a bimetallic scheme. In order to avoid in making the 
transition from paper to specie money any alteration in the standard of 
value — either a rise that would virtually increase debts, or a fall that 
would work injustice to creditors— it was decided to fix the value of the 
unit of the new coinage so as to correspond with that of the paper cur- 
rency. A careful investigation showed that from 1879 to 1891 the paper 


*G. v. LEONHARDT, Handwérterbuch der Staatswissenschaften, Jena, 1891, vol. ii. 


p- 103. 

*Zu 436 der Beilagen cu den stenogr. Protokollen des Abgeordnetenhauses, xi. ses- 
sion, 1892, p. I. 

3 Stenographische Protokolle tiber die vom 8. bis 17. Marz 1892 abgehaltenen Sits- 
ungen der nach Wien einberufenen Wahrungs-Enquéte-Commission. Wien, k. k. Hof- 


und Staatsdruckerei, 1892, 8vo. pp. v +- 298. 
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gulden had had an average value of 2.100271 francs. Accordingly the 
“krone,” as the new unit was called, which was to be legal tender for 
fifty kreuzer of the old money, was made to contain the same weight of 
gold as 1.050135 francs, or just one half the equivalent of a paper 
gulden.* 

The laws enacted August 2, 1892, were based upon the work of this 
commission. They provided for an entirely new system of coinage, 
with gold as the standard and silver as subsidiary money. Compulsory 
reckoning in kronen instead of gulden, and definite provision for 
resumption were specifically declared to be subjects with which future 
legislation would deal. Meanwhile debtors were allowed to pay their 
obligations in the new gold coins, if they so desired, at the rate of two 
kronen for one gulden. As the first step toward the removal of the 
chief obstacle in the way of resumption, means were provided for the 
future redemption of the 312 million gulden state notes in circulation 
by authorizing a gold loan of 218.4 million gulden for Austria and 93.6 
million gulden for Hungary, these sums representing the respective 
shares of the two countries in the joint paper-money debt. It was 
directed that the gold thus obtained be coined as rapidly as possible 
into twenty-kronen pieces of the new standard.’ 

In execution of this law the Austrian minister of finance easily 
secured, without disturbing the markets of the world, gold to the value 
of 112,317,257 gulden. Of this sum there had been coined up to 
February 9, 1894, 68,938,760 gulden, seventy-six kreuzer in pieces of 
twenty kronen. This furnished means for retiring a portion of the 312 
million gulden fixed circulation of state notes. Accordingly, by a 
series of laws enacted July 9, 1894, the payment of 200 of the 312 
millions was authorized. Of this sum of 200 million gulden 4o millions 
were to be paid in silver one-krone pieces obtained by recoining old 
silver gulden. The remaining 160 millions were to be paid with the 


* Gesetz vom 2. August 1892, womit die Kronenwihrung festgestelll wird, article iv. 
Professor Carl Menger maintained that the actual gold value of the paper gulden was 
not quite so large as was assumed, and that the krone should have been made to weigh 
slightly less. Its value should have been equal to say 1.025 francs. See his Der Uber- 
gang zur Goldwihrung (Wien, 1892), 8vo. pp. 36. 

? The text of the most important sections of the coinage laws of 1892 1s given in 
Appendix IV. § F. pp. 331-337, of LAuGHLIN’s History of Bimetallism in the United 
States (4th ed.) and in the Quarterly Journal of Economics, January 1893. See also CARL 
MENGER, “Die Valutaregulierung in Oesterreich-Ungarn,” Jahrbicher fiir National- 
dkonomie und Statistik, vol. lviii. pp. 496 ff. and 641 ff., and vol. lix. p. 39 ff. 
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new twenty-kronen gold pieces, 70 per cent. of the expense being 
borne by Austria and 30 per cent. by Hungary. But, in order to make 
sure that the gold coin obtained with such care should remain in the 
country as a nucleus for the future specie circulation, the government 
was not to pay out 160 million gulden of gold coin in redemption to 
the holders of state notes, but to hand over that sum in gold to the 
Austria-Hungarian Bank, requiring it to pay the state notes in silver 
coin or in its own paper, and to retain the gold received from the 
public treasury as a part of its permanent metallic reserve. The result 
of the operation would be to retire from circulation 200 million gulden 
of state notes, replacing one-fifth of the sum with silver coin of the 
new standard and four-fifths with bank notes or silver gulden. Mean- 
while, against the notes which it would issue in redemption of govern- 
ment paper, the bank would hold a reserve of 160 million gulden in 
twenty-kronen gold pieces. 

It was directed by the law of 1894 that the 200 million gulden of 
the state notes should all be paid by the end of 1895. But it was not 
until two years later that the redemption was completed and the gov- 
ernment in a position to take further steps for resuming specie pay- 
ments. Early in 1898, however, the Austrian minister of finance laid 
before the Reichsrath a series of proposals for the final introduction of 
the new monetary system." 

The first of the proposed laws is concerned with the retirement of 
the remaining state notes. The payment of 200 millions under the 
law of 1894 left 112 millions still to be met—7o per cent. by Austria and 
30 per cent. by Hungary. Article V provides that 80 millions shall be 
paid in ten-kronen notes of the Austria- Hungarian Bank and 32 millions 
in five-kronen silver pieces. As said, besides the 312 million unsecured 
state notes for which Austria and Hungary were jointly responsible, 
there has been in circulation a variable amount of paper money issued 
by the Austrian administration. Article II] provides that whatever 
amount of these notes in excess of 112 millions is in circulation shall 
be paid by Austria alone. Thus all the paper money issued by the 
government will be withdrawn from circulation and destroyed. As soon 
as the 80 millions in bank notes and 32 millions in silver coin to pay the 


* Gesetzentwiirfe betreffend die ganzliche Einlisung der Staatsnoten, die Ordnung 
der schwebenden Schuld in Partial-Hypothekaranweisungen, die Einfiihrung der 
Kronenwihrung als Landeswihrung und die Verlingerung des Privilegiums der 
ésterr.-ungar. Bank (Wien, 1898). 1 am indebted to the kindness of Herr 
Ministerialrath Dr. Gruber for copies of the ministerial proposals. 
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state notes are obtained, an order is to be issued fixing a date eighteen 
months in advance on which the state notes shall cease to be a legal 
tender, but allowing four and a half years more in which to present 
them for redemption. Specie payments, however, will not necessarily 
be resumed so soon. Under the charter of the Austria-Hungarian 
bank the provision requiring it to redeem its notes in coin is suspended 
only so long as the state notes have a forced circulation. Accordingly, 
when the state notes cease to be a legal tender, the bank would 
have to resume specie payments at once, whether the moment were 
favorable or not. To prevent this, an alteration is introduced into 
Article 111 of the bank charter whereby the date for resumption by the 
bank is left for future legislation to determine. The withdrawal of the 
state notes will leave the circulation composed of benk notes, silver 
gulden, silver one-krone pieces, and subsidiary coins of nickel and 
bronze. It is not probable that the new gold coins will come into 
general circulation until the bank resumes. 

The second law proposed makes an addition to the list of coins. 
The 112 million state notes to be paid consist almost entirely of five- 
gulden notes. Their withdrawal from circulation will leave a gap in 
the money system between the small and the large denominations, 
particularly until the ten-kronen gold pieces come into circulation. 
To fill this gap 32 million silver gulden will be recoined into five- 
kronen pieces. By buying the silver from the bank with twenty-kronen 
gold pieces its gold reserve will be strengthened. The third proposed 
measure merely directs the coinage of the Austrian quota of the 32 
million gulden. 

By the fourth law recommended, the means are specified by which 
the 80 million bank notes for the redemption of so much of the 112 
million state notes are to be secured. The Austrian minister of 
finance is directed to deposit 56 million gulden, and his Hungarian 
colleague 24 million gulden, in gold coin of the kronen standard with 
the Austria- Hungarian Bank, receiving in exchange bank notes of the 
denomination of ten kronen. 

By similar deposits of 22.4 million gulden on the part of Austria 
and 9.6 millions on that of Hungary, the 32 millions of silver for coin- 
age into five-kronen pieces to be used in paying the remnant of the 
112 million state notes is to be obtained. The actual exchange of the 
80 millions in bank notes and 32 millions in silver coin for the state 
notes is entrusted to the bank. 
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The sixth proposed law places 78.4 million gulden in gold coin of 
the kronen standard at the disposal of the Austrian minister of finance 
to be deposited as above directed with the Austria-Hungarian Bank. 
59,159,470 guiden of this sum will be provided by the remaining bal- 
ance of the gold loan authorized in 1892. The rest, 19,240,530 
gulden can be met from the gold reserve in the treasury, which is more 
than sufficient for this purpose. 

In order to increase the financial strength of the government the 
seventh proposal directs that the floating debt of 70 million gulden in 
the form of exchequer bills (Partial-Hypothekaranweisungen) be funded 
in 3% per cent. bonds. 

Under the next law, the gold krone becomes the legal standard of 
value in Austria-Hungary on January 1, 1899. From that day the 
accounts of the state, of banks, railways, and all corporations serving 
public purposes are to be reckoned in kronen and heller instead of 
gulden or florin and kreuzer. Contracts made after that date are to 
be payable in kronen except when otherwise expressly stipulated. 

The ninth proposed measure refers to the debt due to the bank by 
Austria-Hungary. Originally this debt was 80 million gulden, but by 
the application of the share of the state in the profits of the bank it 
was reduced to 76,092,545 florin. Payment of 30 millions of this 
debt is considered necessary to strengthen the bank for resumption. 
As Hungary is at present unable to meet her quota, nine million 
gulden, the Austrian minister is directed to pay the whole sum from 
the gold reserve in the treasury. Hungary will be allowed to repay her 
share to Austria in fifty annual installments without interest. When 
the charter of the bank is renewed it will write off any excess above 30 
million gulden of the debt of the state remaining after this 30 millions 
has been paid. The remaining 30 millions is to be non-interest-bear- 
ing and is not to be paid during the term of the renewed charter. 

Directions are given in the next measure to the Austrian minister 
of finance for making an agreement with the Austria-Hungarian Bank 
in conformance with the foregoing. 

Finally, the eleventh bill laid before the Reichsrath prolongs the 
exclusive privilege enjoyed by the Austria-Hungarian Bank of issuing 
circulating notes till the end of the year 1910. The bank’s present 
charter expired December 31, 1897. As no legislation was then 
enacted upon the subject, an imperial decree was published extending 
the charter one year. In the present proposal for a new charter sev- 
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eral alterations are inserted, the most important of which give Hun- 
gary an equal share with Austria in the governmental control over the 
bank, extend the power of the government in the choice of bank offi- 
cials, provide for a stricter supervision of all acts of the bank, and 
give to the administration the right to veto any measures deemed 
injurious to the state. By transferring 15 million gulden from the 
reserve fund, the capital of the bank is increased from go to 105 
million gulden. A like sum of exchange is transferred from the 
reserve fund to the specie holdings—an alteration which, taken in 
connection with the increase of capital, raises the amount of notes 
which the bank can issue free of taxation under the terms of the char- 
ter, to 45 million gulden. 

Unfortunately, the difficulties that are delaying the renewal of the 
compromise (Ausgleich) between Austria and Hungary make it uncer- 
tain how soon this ministerial program can be carried out. 


WESLEY C. MITCHELL. 
THE UNIVERSITY OF CHICAGO, 
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L’Ouvrier americain. Par E. Levasseur. Paris: L. LaRose, 
1898. 2 vols., 8vo, pp. xviii +634 and 516. 


THE contents of this work may be inferred from the fact that it was 
undertaken at the instance of a scientific society in a foreign country 
(the French Academy of Moral and Political Science), for the informa- 
tion of Europeans, upon industrial life in the United States. The 
two thick volumes thus contain much matter which is already accessible 
to Americans and, at the same time, the attempt to describe so vast 
a field has made it impossible to give to particular subjects the inten- 
sive discussion which Americans would welcome. Nevertheless the 
book is so comprehensive, and M. Levasseur has performed his task 
so intelligently and carefully, that this must be accounted the most 
valuable account of the American working class which has yet appeared. 

It opens with an extended account of the industrial system of the 
United States—the growth of wealth, the progressive concentration of 
industry, and the increasing employment of machinery. The workman 
and his employer are characterized ; organizations designed to benefit 
the workman are described (trades unions loan associations, co-operative 
societies); and an account is given of the national and state labor 
laws. There is also a description of the life of the workingmen — their 
homes, food, clothing, amusements—and a discussion of various per- 
tinent questions at present in debate. The work concludes with a very 
hopeful forecast of the conditions likely to be realized “in twenty or 
thirty years.” 

Professor Levasseur declares himself a disciple of Roscher, and 
accordingly his description is presented with frequent reference to eco- 
nomic principles. Yet the theoretical discussion is by no means tech- 
nical and it is always subordinate to the descriptive work. The author 
also formally professes his faith in the /aissez faire doctrine, and his 
discussion of practical problems is constantly guided by the idea that 
men are usually best able to decide what is for their own individual 
interests. On specific points in this discussion many will differ from 
him; but, with all the importance which he allows to this doctrine, he 
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cannot well be regarded, here or elsewhere, as being a doctrinaire. 
He does not forget that a theory is always merely an instrument, never 
canonical, to be applied with frequent qualifications, or frequently sus- 
pended, in the presence of exceptional circumstances. Thus he admits 
that municipal gas works might perhaps be best. He regards trusts as 
in themselves a legitimate example of freedom in organization, though 
they may call for restraint by government when they prove subversive 
of liberty. In the name of liberty, also, he objects to laws which limit 
the hours of labor, whether of women or men. With reference to this 
principle, he finds a certain sort of comfort in the sweating system, 
observing that freedom of immigration has permitted the immigrants 
—victims of this system—to attain wages which are at any rate much 
superior to their wages in Europe. He opposes, likewise, laws restrict- 
ing immigration, which are said to attack the liberty of the employers 
who have need of labor, and that of the foreign workmen who need 
employment. If, he adds, such laws are favorable to the American 
workmen of today, they “are not favorable to the development of 
riches in America,” and so they must indirectly impair the future wel- 
fare of the working class (Vol. I, p. 466). It is difficult to reconcile 
this cheerful view with the statement (pp. 488-9) that immigration will 
probably result, some day, in a fall of wages, as any possible increase 
in the wealth of the country, resulting from “ liberty,” or otherwise, can 
confer advantage upon the laborer only as it increases his real wages. 

It is easy to see that the total mass of wealth in the United States 
will probably be increased by addition to the number of producers, but 
an increase in the mass of national wealth is not desirable if it is con- 
ditioned upon a disproportionate increase in the number of those who 
are to share it. The chief primary cause of high wages in the United 
States has been the abundance of good land, constituting, in effect, a vast 
store of capital awaiting the settler. With the arrival of immigrant 
laborers the ratio of capital to labor is altered to the disadvantage of 
native laborers; for it is pretty well established in economics, that the 
rate of wages varies with that ratio. It is, however, probable that the 
growing productive power of the industrial population will so far 
counteract this tendency that immigration will make wages, not actually 
less than they have been, but merely less than they might be in the 
absence of immigrants. 

Professor Levasseur appeals to the principle of liberty in behalf of the 
laborer who desires to immigrate, but it is certainly doubtful whether 
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this principle, as a principle of government, can be invoked in behalf 
of persons foreign to the government concerned. 

The present economic conditions of the United States are made the 
occasion for considering what elements enter into the determination 
of wages. Partly by inference from conditions in the United States, 
Professor Levasseur gives a prominent place in the theory of wages to 
the productivity of labor, by workmen or by entrepreneurs, but he 
carefully subordinates this to the wide principle of ‘“ demand and 
supply,” including among the elements affecting demand and supply, 
the influence of the standard of living, competition (among employers 
or workmen), the degree of wealth of the country at large and the 
amount of fixed and of circulating capital. He suggests somewhat 
boldly, with a quotation from Tocqueville, that the democratic spirit in 
the United States must tend to a gradual upward movement of wages. 
This proposition will doubtless meet with objection from some quarters, 
but it seems in a degree justified as it means simply that self-assertive- 
ness by workmen may enable them to gain better terms. 

It has already been implied that M. Levasseur looks with mistrust 
upon socialism. ‘The wages system he represents as necessarily per- 
manent. 

There have always been wage-earners, even when the humblest tasks were 
mostly performed by slaves. Wage-earning which is, so to speak, inherent 
in the relations of men, has developed in proportion as individual liberty has 
become more general, and during the present epoch in proportion as industry 
has progressed. It will endure as long as liberty, and it will remain one of 


the necessary forms of social organization. . . . The present tendency 
toward the concentration of industry far from leading to the suppression of 
wages, increases the ratio of wage-earners to employers. . . . Anorgani- 


zation of labor like that which the Saint Simonists dreamed of would be in 
reality not the end of the wages-system but universal wage-earning without 
guarantee or right of discussion and choice by the wage-earner. 

Professor Levasseur has little but contempt for the socialistic exper- 
iments in the United States. He replies to Professor Ely’s opinion 
that “‘the Shakers are the most successful and. . . at the same time 
the most promising example of communism in the United States,” by 
denying that asociety of this character promises anything “‘ but a specta- 
cle of singularity maintained for a century, as a monastic order might 
be, having no real development, with difficulty grouping about a half- 
religious, half-communistic creed, some thousands of adherents, in a 
country, which at the same time gained nearly sixty million souls.” 
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The author recognizes that socialism has made little advance in the 
United States, but he fears that this failure will not continue, because 
as he thinks, an uneducated laborer cannot detect the essential weak- 
ness of the socialist program. Hecan take account only of its promises 
which must appeal irresistibly to his philanthropic as well as to his sel- 
fish impulses. In this M. Levasseur does not take sufficient account of 
the American workman’s essential “hard-headedness.” He is charac- 
teristically cautious, rather incredulous, and to a considerable degree 
confident of his ability to cope with the difficulties which confront him. 
It is no doubt true that he has not thoroughly considered the deeper 
problems which socialism presents. While the agitation has been suf- 
ficient to acquaint large circles of workmen with its alluring promises, 
yet where these promises have been impressed most strongly, where 
indeed the socialist agitation has been carried on for decades, it has 
apparently made no real headway. 

Professor Levasseur takes much the usual view of the workman’s 
present condition. The average wages he estimates at $1.75 to $2.00. 
From a considerable array of price-tables, in large part collected by 
himself, he concludes that the commodities purchased by the laborer 
are, on the whole, as dear in France as in the United States, though the 
‘social power of money, that is to say, the sum necessary to secure a 
certain rank in society,” is much less than in the United States. 

The account of trades unions is generally satisfactory. The state- 
ment (Vol. II, page 435) that the trades union increases the number of 
strikes is at least open to doubt; as Professor Levasseur supports the 
proposition it is assuredly wrong. One who studies consecutively the 
history of individual unions must see that the tendency to strikes 
steadily declines as experience accumulates and organization becomes 
firmer and more systematic. It is hard to imagine what can have sug- 
gested the statement (Vol. I, pp, 261-2) that “the workmen belonging 
to a union ordinarily accord a passive obedience to the commands of 
their chiefs and upon a sign leave their work and go on a strike.” In 
fact it is a nearly universal rule of trades union constitutions that strikes 
may be undertaken only after a vote of members (often a two-thirds or 
three-fourths vote is necessary ), while the general officers of an organ- 
ization have only a qualified veto upon the union’s action. The offi- 
cers are moreover generally more cautious than the men and their in- 
fluence is most often in favor of peace. 

The American Railway Union strike of 1894 (undertaken by the 
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way against the advice of the officers, including Mr. Debs), is made to 
appear much more alarming than it was in fact, by the statement that 
in the midst of it a large body of men marched upon the national cap- 
ital (Vol. I, p, 534). Such a degree of aggressiveness the strikers 
never thought of exhibiting, and it is evident that M. Levasseur has 
identified the Coxey movement (occurring weeks earlier) with the great 
strike. The men who did march on Washington were a body repre- 
senting themselves as workmen out of employment, professing only 
the purpose of petitioning Congress, and chiefly dangerous to owners 
of poultry. It is also of course an error to speak of the president call- 
ing upon the supreme court for its opinion on a point of law (Vol. I, 
p- 163) as the court gives decisions only in actual litigation. Again, 
the distinction between the two chief political parties as favoring or 
opposing the extension of Federal authority (Vol. I, p. 445) can no 
longer be accepted. It is indeed quite possible, or even probable, that 
the Democratic party would now be rather more ready than its oppo- 
nent to allow any increase of Federal authority. It is not an accident 
that the Democrats have recently acted so often in conjunction with the 
somewhat socialistic Populists whose tendency is to widen the activity 
of governments of every kind— national, state, and municipal — with- 
out caring much whether one agency or another is employed. 
Professor Levasseur writes in the most friendly spirit imaginable. 
He is always more inclined to excuse or approve than to find fault, 
exhibiting once more the readiness to appreciate the good qualities of 
a foreign nation, whick so many French writers have recently shown 
with a rather astonishing frankness, in writing of their Saxon neighbors 
and which we have not been sufficiently ready to imitate with reference 


to France. AMBROSE PARE WINSTON. 


Problems of Modern Industry. By Sipney and BEATRICE WEBB. 
London: Longmans, Green & Co., 1898. 8vo, pp. 286. 


Tuis volume is a collection of articles, many of which have already 
appeared in the current magazines. With the exception of the first 
two essays, “ The Diary of an Investigator” and “The Jews of East 
London,”’ little will be found that is not contained in the author’s 
more detailed work on Industrial Democracy. The present volume, 
therefore, will be of interest chiefly to those who have not access to 
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the latter, and who wish, in condensed form and at smaller price, the 
ultimate conclusions rather than the data from which they were 
derived. 

The essays entitled “Socialism, True and False,” and “The Diffi- 
culties of Individualism,” are of special interest because they clearly 
define the position of the English Fabians and make possible the dif- 
ferentiation of this group of thinkers from the early Marxian socialists. 

Like many writers of his time, Marx read history in the light of 
the French Revolution, and to this is due to a great extent what may 
be termed his cataclysmic theory of social evolution, which is, in brief, 
as follows: 

The basic economic conditions change slowly and almost imper- 
ceptibly. Dependent political and religious institutions for a time 
undergo no corresponding change, until at last divergence between 
form and reality becomes too great, and there follows a social upheaval, 
from which arise new political and religious institutions corresponding 
to and reflecting existing economic conditions.’ This social upheaval 
takes the form of a class struggle; and it is the conservatives under 
the dying régime who resist inevitable change and are responsible 
for the violent form which the revolution always has taken, and which 
it seems likely to take. 

The present is a period of great divergence between political insti- 
tutions and economic conditions. A social upheaval is, therefore, 
close at hand. From this theory was developed with rigorous con- 
sistency a practical program. The existing state is anachronistic, and 
therefore all efforts to increase its power or extend its influence are 
reactionary. Things must grow worse before they can be better. 
Whatever tends to alleviate temporarily the condition of the masses, 
tends to lessen discontent, which is the great motive force working for 
progress. ‘Trade-unionism is itself reactionary, and is to be encour- 
aged only because through organization of any kind the proletariat 
are taught the power of concerted action. Until the time is ripe, there 
are but two things to be done—to organize the proletariat and to foster 

‘The rigidity of political institutions is such that those of one economic age are 
not an evolutional development from those of the preceding age, and are to be under- 
stood only if considered as an adaptation of political form to economic conditions. 
From existing political institutions, therefore, it is impossible to determine future 
political development. The guiding clue to political evolution, to religious evolu- 
tion —in a word, to social evolution— can be found only in the changing economic 
structure. 








120 JOURNAL OF POLITICAL ECONOMY 


social discontent. Such a program could gain enthusiastic adher- 
ents only so long as the belief was prevalent that the social upheaval 
was near at hand. As this belief fades out, the leaders of the Social 
Democracy have been forced to adopt a policy more and more distinctly 
opportunist, the movement culminating in the work of the last German 
convention. 

Sharply contrasted with this theory of Marx is that of the Fabians. 
Wide divergence between economic conditions and political institu- 
tions, resulting finally in the complete overthrow of the latter, is not, 
in their view, the normal course of social development. But all insti- 
tutions are in process of gradual change and readjustment. While the 
most enthusiastic socialists are to be expected from that class which 
will gain most by the extension of the community’s activity, yet society 
is not divided horizontally into a reactionary and a progressive class. 

Those who have forced directly upon their notice the larger aspects of 
the problem, those who are directly responsible for the collective interests of 
the community, can now hardly avoid, whether they like it or not, taking the 
socialist view. Each minister of state protests against socialism in the 
abstract, but every decision that he gives in his own department leans more 
and more away from the individualist side. 


Existing political organizations are not reactionary, and socialism 
is simply 
the steady expansion of representative self-government into the industrial 
sphere. Industrial democracy must, therefore, necessarily be gradual in its 
development, and cannot for long ages be absolutely complete. The time 
may never arrive, even as regards material things, when individual is entirely 
merged in collective ownership or control, but it is matter of common 
observation that every attempt to grapple with the difficulty brings us nearer 
to that goal. 


Turning from the theoretical essays to those which deal with ques- 
tions of practical reform, it is interesting to note that these writers are 
in substantial agreement with others experienced in social work as to 
the end to be attained by labor legislation. The state is deliberately 
to raise the standard of efficiency and to assume responsibility for all 
those whom it thereby excludes from competitive industry. 

In support of this policy it is urged that the state will simply be 
hastening a result that unguided economic forces are tending to pro- 
duce. The introduction of machinery, the establishment of a trade- 
union wage and factory regulations, are raising the standard of efficiency 
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in one industry after another. The inefficient are being crowded into 
the few employments in which it is still economical to employ low- 
grade, poorly-paid labor rather than machinery. Poor pay, originally 
the result of inefficiency, becomes the cause of a still greater ineffi- 
ciency, while the demand for untrained, casual labor is itself a cause 
of the supply. 

But let it be understood that failure to reach a certain standard 
condemns one to loss of freedom, and a new incentive will be fur- 
nished to individual effort. Let the state once realize that it must 
support all whom it does not train to normal efficiency, and practical 
technical instruction will supersede medizval conventionalities in edu- 
cation. 

The plan is undoubtedly radical, but it is sound in theory and is 


indorsed by experts. 
KATHARINE FELTON. 


The American Federation of Labor, by Morton A. Atpricn, No. 
4 of Vol. III, Economic Studies, published for the American 
Economic Association. New York: The Macmillan Com- 
pany, 1898. 12mo, pp. 47. 

Mr. Morton’s monograph presents in succinct form the essential 
facts relating to the highest organization of trades unions in the 
United States. His sources of information though meager are offi- 
cial, the reports of annual conventions of the Federation of Labor, 
the files of its official journal, pamphlets published by its authority, 
and the compilation he has made will be of much service in a field 
almost without written history. 

It was no slight task, from the material at hand, to give as accu- 
rately as Mr. Morton has given, an outline of the organization and 
work of the federation. In presenting the relation of the federation 
to affiliated bodies he has not been quite so successful, and a critic 
should perhaps point out that national trades unions antedate the 
birth of the federation, and national conventions of trade organizations 
were not instituted upon suggestion of President Gompers ‘of the 
federation, as a reading of page 225 of this pamphlet seems to sug- 
gest, but long preceded the first meeting of the federation, and are general 
among trades unions including those not affiliated with the federa- 
tion. This is a vital point, since an understanding of the philosophy 
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of the trades union movement is not possible unless the relation of 
the affiliated bodies one to another is clearly stated. The unit of the 
trades union movement is the local union, however much authority or 
activity that local union may delegate to other bodies in which it has 
representation. This is not made clear by Mr. Morton, and perhaps 
one cannot arrive at the knowledge of it by perusal of documents and 
literature which relate to the federation only. 

Mr. Morton gives one chapter to the birth, growth and form of 
organization of the federation, two to its policy towards affiliated 
bodies and towards other labor organizations, one to the legislation 
which it has aided in securing and is demanding, and a concluding 
chapter to its probable future as he sees it in the light of its history. 

Its past policy is fairly summed up in one sentence: ‘“ The federa- 
tion has avoided the three chief mistakes which led to the downfall of 
its predecessors, secrecy of organization, over-centralization of power, 
and political action.” For its immediate future he sees two questions 
of first importance, “Are American workingmen likely to become 
socialists ?”’ and “Will the federation prove less ephemeral than the 
similar labor organizations which it has superseded?” The last ques- 
tion he believes may be answered in the affirmative if the policy of 
the past be continued. This makes of supreme importance the first 
question, for if the federation depart from its policy of refraining 
from political action it is most unlikely that the organization could be 
committed to any but a socialist party. 

Mr. Morton points out that since 1890 trades unionists who are 
also socialists, ‘represented by one-third to one-fifth of the delegates 
in the convention,” have endeavored to secure the support of the 
federation “for the principle of socialism and for the Socialist Labor 
party,” and he recognizes that these efforts, although without success, 
are of increasing force. “Yet,” he says, “it can be safely said that 
the majority of the workingmen of this generation will hold aloof 
from any socialist party.” 

For reasons which have nothing to do with the principles at issue, 
it is most unlikely that the trades unions in any form will join with 
the Socialist Labor party ; but that they will be kept “aloof from any 
socialist party,” even for a generation, is not as safe a prophecy, 
possibly, as it mayseem. ‘The trades union movement is meant by its 
adherents to control, in the interests of the workers and in the great- 
est possible degree, conditions of employment. It is certainly con- 
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ceivable that an industrial movement may— perhaps at an unexpected 
moment and in an unlooked for manner—focalize in political action, 
becoming a socialist measure then by whatever party name it be 
called, and sweep with it the organized workingmen, just because 
their trades union education has prepared them for concentrated and 
concerted action. 

It is not without interest in this connection to call attention to the 
action of the British Trades Union congress of the present year. Mr. 
Morton speaks of the extremely radical congress the British trades 
unions held in 1893, when a socialist declaration was adopted, and 
says: “The more recent British trade union congresses have not con- 
tinued the declaration. Sixty-nine per cent. of the delegates of the 
congress of 1894 voted against it.” Since the issue of this pamphlet 
the congress of 1898 has adopted the following, by a vote of 708,000 
to 410,000: 

Inasmuch as this congress believes thatthe labor problem can only be 
solved when the land and the means of production, distribution and exchange 
are made collective property, and as the opinion prevails that political action 
is the best method to accomplish this object, it is recommended that trades 
unionists render their moral and financial support to the Socialist Labor 
party. 

This is a wide swing of the pendulum from the’ vote of 1894 to 
which Mr. Morton calls attention. In the years 1893-4 the unions 
affliated in the American Federation of Labor considered a similar 
proposition, submitted from the convention of the federation held in 
Chicago in 1893. It received a large affirmative vote, but the conven- 
tion meeting in Denver in 1894 buried the question for the time. It 
is unwise to prophesy that it will not be resurrected during the pres- 
ent generation. ALZINA PARSONS STEVENS. 


HuLu House, CHICAGO. 


The Bargain Theory of Wages. By Joun Davipson, Professor of 
Political Economy in the University of New Brunswick. 
G. P. Putnam’s Sons, 1898. 12mo, pp. v+319. 


AT once the despair and the triumph of the economist are found 
in the classification of his matter. The matter of economics is so 
homogeneous, so all-of-a-kind, so interwoven and interdependent, that 
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to single out a point of view subordinate to the science itself is to lose 
the possibility of comprehensive treatment even within the restricted 
field. And yet it is right that this restricted treatment should be 
applied, for by it alone is the continuity of thought upon the field in 
question preserved from decade to decade, is the thought itself enriched, 
and the analysis which constitutes the whole science promoted. 

There are several traditional ways of treating wages, which have 
arisen from and are developments out of individual points of view, and 
which are, in last analysis, quite reconcilable to those inquirers who 
are of a kindly turn of mind, although they offer matter for intermi- 
nable logistics to our masters of polemic. Fortunately, Professor 
Davidson is of the former class. In this respect, as in others, the 
broad sympathies of Professor Alfred Marshall seem to have set a good 
example in this book. And yet reconciliation runs, in turn, close to 
the dangers of eclecticism. While intelligent comment on the various 
schools of wage-doctrine can but interest the reader, the result of these 
critical studies in the author’s own suggestions seems in itself so 
incomplete as to leave the reader dissatisfied with the large task of 
recalling and putting in their proper places in the theory the brilliant 
comments which had so much aroused his hopes in the critical chapters. 

Professor Alfred Marshall has so copiously treated the subject of 
wages that it must awaken some surprise that one so evidently imbued 
with the master’s spirit as Professor Davidson should have found it 
necessary to make this additional and separate statement. It is pre- 
cisely in the theory that we are constrained to notice retrogression 
rather than advance ; and we can account for this back-step only on the 
supposition of misconception. Professor Davidson agrees with Mar- 
shall in rejecting either an exclusive “product” theory or “fund” 
theory of wages, in the sense historically attached to those terms. In 
denying that wages are the price of labor, the orthodox school is in 
error ; in affirming that wages are the product of labor, certain econo- 
mists have stated what, without endless qualification, is either untrue 
or not helpful. Thus far, well enough. But why is it necessary to 
make a new explanation in view of the work of Professor Marshall ? 

The new statement is found to be an adaptation of the “demand” 
theory of value to the case of wages. Professor Davidson, then, agrees 
with Marshall that the principles of value are also the principles of 
wages. But the principles of value, according to the former, are found 
wholly in “demand ;” it is the subjective valuations of the purchasers 
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of labor that settle the upper limit of price. The lower limit is settled 
by the laborers’ standard of living ; while between the limits so estab- 
lished, the exact rate is fixed by the strength of the parties in bargaining. 

This theory is deficient as a generalization and as an historical 
development. As to the latter point, it has already been implied that 
it seems to have been thought necessary because the author believed 
that a productivity theory of wages could not be so constructed as to 
reward labor according to efficiency. It is somewhere stated that a 
value standard, not a physical standard, is to be treated in a theory of 
productivity-wages. But this remark is lost sight of again in the 
reiterated statement that laborers are not paid according to their effi- 
ciency. In the use of the term “efficiency” made by Professor Mar- 
shall such a failure of justice is impossible. Any different use of the 
term “efficiency” is equally impossible. According to Professor 
Davidson, if laborers double their material output, then their efficiency 
has doubled, although in the meanwhile demand had wholly ceased. 
I think most of us would agree that such laborers are wholly inefficient : 
the efficiency of their muscles is negatived by the inefficiency of their 
perceptives. It seems as though the “bargain” theory would not have 
been written if the “equilibrium” theory had been appreciated. 

Again, the “bargain” theory is imperfect as a generalization. A 
true generalization should present those principles which regulate the 
relations of the category under consideration as a whole to other cate- 
gories; it should then study the relations of individual instances of 
relations in which the different categories are involved : it should study 
the relation of labor to capital in general, of piano makers to their 
employers, the relation between Steinway and Company and their 
employees, and lastly, the relations of Steinway and Company with 
Herman Schulze, molder. If some central principle can be discovered 
that applies to all these relations, that is the most useful principle. 
Now the bargain theory fails precisely where it is most wanted, namely, 
in the most general case, for it is in the widely generalized relations of 
whole socio-economic categories that we can least of all admit a 
“bargain.” A “theory” should at least explain this relation, even if 
it fail utterly to cover minor relations. 

In the major relation we may contemplate nought but economic 
forces. The-element of chance may amuse us in the minor relations, 
and color those portions of our studies which have an ethical or 
altruistic bearing; but every departure from the impersonal is a 
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departure from science. Professor Davidson recognizes that it is 
force of some sort that decides the issue, but he nowhere formulates 
the law of the action of this force. He is satisfied to remove the 
question to the psychologic sphere and to let the parties to the 
wages-contract play out their little game of poker unmolested! Do 
we need to remind him that all laws of economics are psychological, 
and that we begin the study of economics by an invasion of the field 
of psychology ? 

According to Professor Davidson, the advance of facility in trans- 
portation has actually decreased the method of adjusting wages by 
actual bodily migration of laborers. The facts cited are interesting 
and their presentation is timely. It is, indeed, somewhere stated by 
him that the transportability of capital and the diffusion of news have 
rendered such migration superfluous. But the broad inference from this 
treatment of the subject is that the forces that settle the rate of wages 
are not competitive but psychological — again setting up the imaginary 
opposition between economic forces and psychological forces, which 
has already been alluded to. The question must always be, what 
has determined the minds of men to agree on certain wages? The 
answer must state economic forces, and it is to be regretted that Pro- 
fessor Davidson has cast his book into such form as to seem to avoid 
the answer. 

The foregoing criticisms are directed at the book as a professed 
“theory.” As an essay on wages the book is useful, interesting, and 
welcome. It illustrates the growing tendency to test every statement 
by statistics, and an effort at objective impartiality which would have 
been more successful if the deficiency of the theory had not given the 
book an air of lack of theoretical conviction. 

W. G. LANGWORTHY TAYLOR. 

UNIVERSITY OF NEBRASKA. 


German Wage Theories. A History of their Development. By 
James W. Crook, Pu.D., Assistant Professor cf Political 
Economy, Amherst College. New York: Columbia Uni- 
versity, 1898. Large 8vo, pp. vii + 113. 

In the words of the author, this monograph is an attempt to exhibit 

“the treatment of the entire wages question by the Germans,” the 

chief object being “to discover, if possible, progress of thought on 
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the subject.” In pursuance of this aim, passing over lightly the part 
in each author which treats of the wages fund, and sacrificing chro- 
nology where necessary to a logical order, Professor Crook subsumes 
the German writers on wages under two main groups. The first group 
is composed of Schmalz, Fulda, Sartorius, Lueder, Kraus, Rau, Hermann, 
Brentano, Roscher, Mithoff, Mangoldt and Philippovich. “ Hermann 
is the center of this group,” and the others are treated as important 
“only as they lead up to him, depend upon him, deviate from him, or 
throw light upon him.” There is claimed for this group a real unity 
of method and interest. The second group includes apparently all 
German writers on the wages question not named in the first, repre- 
sented by three names—von Thiinen, Karl Marx, and Schulze-Gae- 
vernitz. These three writers, as admitted by Professor Crook, have so 
little in common that they are spoken of as a group merely for con- 
venience. 

The exposition of the wage theories of the first group occupies 
something more than half of this monograph. The earlier members, 
Schmalz, Fulda, Sartorius, Lueder, Kraus, Lotz and Rau, are passed 
rapidly in review as ‘‘ Hermann’s predecessors.”” With the exception 
of Schmalz, a physiocrat, these authors are represented as in the main 
interpreters of Adam Smith. Rau, indeed, the only one of note, 
“recast the science on the principles laid down by Adam Smith”’ and 
founded in Germany “ that individualistic school which Adam Smith 
founded in England.” 

The appearance of Hermann marks an independent movement in 
the economic thought of Germany. He is represented as “the first to 
assail with some measure of success the wages fund theory of the 
English economists,” and “ he substituted for it a theory which appears 
in nearly every systematic treatise on political economy in Germany 
since his day.” The essential difference between the views of Her- 
mann and the followers of Adam Smith may be stated in a single sen- 
tence. Whereas the latter regarded capital in the hands of the 
employer as the source and determinant of wages, the former laid stress 
on consumers’ income as the regulator of the laborer’s wage. Her- 
mann and his followers viewed wages as determined broadly by the 
law of supply and demand but in the same manner that that law 
determines the price of labor. ‘Capital is repudiated as the source 
and determinant of wages. The key to the situation is no longer held 
by the employers but by the consumers. Employers are mere agents, 
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middlemen, who do the consumers’ bidding for a commission. The 
consumer is the real buyer of labor. All the steps leading to the final 
product are taken for the final consumer. . The true and continuous 
source of compensation for production is the income of the buyer of 
the product for his own use.” This doctrine says Professor Crook has 
been followed generally by German economists, while in England 
Longe and Thornton are spoken of as “ adopting”? Hermann’s view. 
Brentano, Roscher, Mithoff, Mangoldt and Philippovich are treated 
specially as “ Hermann’s successors,” each of them following Her- 
mann in treating wages as only a part subject under the price of 
commodities. Professor Crook criticises this group, in that, while 
approaching wages from this point of view, they fail to lay sufficient 
emphasis upon the peculiar nature of labor as a commodity, and that 
in looking to consumers’ income as the source and regulator of wages 
they fail to distinguish between general and particular wages. 

As before stated there is no vital connection between the writers 
included in the second of Professor Crook’s groups. Indeed in his 
treatment the group idea seems to have been entirely abandoned, von 
Thiinen being discussed as an independent theorizer, Marx as the rep- 
resentative of the Socialists, and Schulze-Gaevernitz as prominent 
among those who in Germany regard wages as a residual share. 

Nearly one-fourth of the entire monograph is devoted to the dis- 
cussion and criticism of von Thiinen. It was the desire of von 
Thiinen to find a mathematical formula for natural wages. By the 
natural wage he meant not that normal amount to which under exist- 
ing conditions wages tend, but “he called wages natural when they 
were in agreement with justice.” ‘Assuming simple and primitive 
conditions,” as in Der Jsolirte Staat, or hypothetical cases, he arrived 
by a method “ wholly deductive and highly abstract” at the expres- 
sion, natural wages equals 1/a/, where a equals necessaries and / the 
product of labor. Such a wage, contended von Thiinen, was natural 
because, while it was for the interest of the capitalist to give this 
amount, the laborers who obtain it receive the highest amount as inter- 
est upon the investment of the surplus of their wages. The critics of 
von Thiinen are of two classes, those who deny the validity of the 
formula because of the unreality of the assumptions upon which it is 
based, and those who impeach the consistency of his mathematical 
reasoning. Professor Crook regards the second class as more worthy 
of attention and credits Professor H. L. Moore with having disclosed 
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von Thiinen’s real fallacy—namely, that in attempting to find the 
values of the mathematical signs for subsistence and interest, unknown 
quantities, he uses these quantities as known. Though the conclu- 
sions based upon his mathematical reasoning must be set aside as of 
little value, still the author gives von Thiinen great credit for having 
“anticipated by many years” atheory of prevailing wages that was 
independently developed and made known to the world by Professor 
J. B. Clark, the theory, namely, that wages are determined by the pro- 
duct of marginal laborers. 

Professor Crook finds Marx allied to von Thiinen in that he was 
also dissatisfied with a simple appeal to supply and demand as an 
explanation of wages. “His treatment of wages is a unit with the 
treatment of the value of commodities,’ which seems to connect him 


also with the economists of the first group. The short chapter devoted 
to Marx is in the main a running exposition and criticism of the 
Marxian doctrines with which economic students are familiar. It 
leaves no very definite impression on the mind. 

The latest development of wage doctrine in Germany, we are told, 
holds to the so-called residual theory. In its exposition the Germans 
do not attempt to modify in any important particular the main fea- 


tures of Professor Walker’s theory. Indeed, the German economists 
seem to have followed the lead of the Americans, as Schulze-Gaever- 
nitz, taken as the representative, is spoken of as one who “so often 
quotes” Edward Atkinson. Professor Crook’s treatment of this topic 
amounts to little more than a statement of the theory and its implica- 
tions, and hergthe monograph comes to an abrupt end. 

Leaving aside intensive criticism of Professor Crook’s work, which 
could be justly undertaken only by a thorough student of German 
economic literature, it is of interest to note some general defects of 
the monograph. To the average reader there appears a lack of pro- 
portion evident for example in the treatment of von Thiinen. Not- 
withstanding that Professor Crook regards him “asa genius about 
whom it is desirable that American students should know more,”’ it is 
hardly reasonable that a discussion of his work should occupy nearly 
one-fourth of a monograph which aims “ to exhibit the treatment of 
the entire wages question by the Germans.” The feeling of dispro- 
portion increases as one nears the end of the work. The suspicion 
crosses the mind that the monograph was hurriedly completed. It is 
difficult otherwise to account for the narrowing of the treatment after 
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von Thiinen, the failure to estimate the strength of the movement 
(called the latest development of German wage theory) headed by 
Schulze-Gaevernitz, or even to name his coworkers, the absence of 
any word concerning the position of many contemporary writers who 
occupy high places in the German economic world, and above all the 
total silence concerning the existence or significance of incipient 
movements in German theory that are plainly visible. One feels also 
the lack of a summarizing chapter dealing with the general character- 
istics of German wage thought, pointing out the general relations 
internally, between the different groups, and externally, between Ger- 
man and English theory, and furnishing some criticism and estimate 
of the work of the Germans asa whole. The usefulness of the mon- 


ograph would be increased by the addition of an index. 
ROBERT F. Hoxie. 


A History of the English Poor Law, in Connection with the State of 
the Country and the Condition of the People. By Sir GEORGE 
NIcHOLLs, Poor Law Commissioner and Secretary to the 
Poor Law Board. New edition, with a Biography by H. G. 
WILLINK, Chairman Bradfield Poor Law Union. New 
York: G. P. Putnam’s Sons; London: P.S. King & Son, 
1898. 2 vols. 8vo, pp. Ixxviii + 384 and viii + 460. 


THE appearance of a new edition of Nicholls’s History of the English 
Poor Law is justified by the importance of the work itself, and by the 
present active scientific and popular interest in the subject with which 
it deals. ‘The title is familiar to all who have occupied themselves with 
questions of public relief to the poor, but the work has been accessible 
to few. The substantial edition which the publishers have here offered 
to the public wiil be heartily welcome to many students. In binding, 
and paper, and print, the work is most satisfactory. 

The author was a man of wide experience in several lines, and yet 
by nature not a tinker but most thorough. He was born in 1781, and 
after sound elementary schooling he entered the service of the East 
India Company at the age of sixteen. The next eighteen years he 
spent on the sea, and after serving several years as captain of a 
merchantman he retired to a country place in 1816. Three years 
later he purchased a small property in the country parish of Southwell 
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and, not being in active business, he accepted the office of overseer. 
In this capacity he instituted some practical reforms in the methods of 
relief of the poor, with most beneficial results. His pamphlet, Zight 
Letters of an Overseer, in which, in 1821, the lessons of this experience 
were presented, was his first contribution to the literature of the 
subject. He then engaged successively in a large engineering enter- 
prise, and in the management of the branch of the Bank of England 
at Birmingham. He was evidently a wise and capable man of affairs. 
Meantime he did not lose his interest in the subject of poor relief, and 
when the Act of 1834 was passed, creating the Poor Law Com- 
mission, he was appointed one of its members. From that time, until 
compelled by failing health to retire in 1851, he was uninterruptedly 
engaged in this work of the national control of the system of poor 
relief. He was knighted and pensioned for his distinguished services, 
and immediately on his retirement, at the age of sixty-nine, he began 
the preparation of this work, his chief literary monument. It appears 
from the date of the dedication to have been published first in 1860. 

His purpose was to write a complete and thorough history of Eng- 
lish legislation upon the subject in question, one which would be at 
once the final authority on the past and a guide in all future legisla- 
tion. In this aim he succeeded in a more than ordinary degree. The 
reader feels a certain disappointment in some features and in the 
omission of others. Yet these are defects which must be anticipated, 
for the peculiar nature of the author’s training and the limitations in 
it, must inevitably be reflected in his treatment of such a subject. 
There is, for example, a lack of breadth in the grasp of the historical 
bearings of the subject, for this only a wider study would have given, 
The author professes to be writing the history of the poor law “in 
connection with the state of the country and the condition of the 
people.” This historical setting consists, however, of little more than 
quotations from a few of the more popular secondary authorities such 
as Hume, Macauley, and the Pictorial History of England, and the 
main source drawn upon is the preambles of the acts themselves. 
Instead of the more vital details which we should like to see, are given 
copious extracts from the acts regulating foreign commerce, a general 
review of the various reigns such as is contained in any elementary 
English history, and discussions of such questions as free trade and 
the Protestant Reformation. 

On the other hand, one finds in Sir George Nicholls’s treatment 
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the virtues of his defects. His grasp of the practical aspects of the 
poor law as he had known it is shown on every page where he com- 
ments on the legislation of the past. Two or three leading ideas he 
holds to, firmly, from first to last. He is methodical as a man of 
business usually is, and a scholar should be. He observes admirably 
the chronological sequence of his narrative. Omitting the details 
above referred to there remains a faithfully compiled, well-ordered 
body of extracts from all the leading acts bearing upon the subject. 
He is fair minded in an admirable degree. His general point of view 
is, of course, that of the dourgeoisie and the socialist will find much to 
deride in it. It must be confessed that the good Sir George’s com- 
ments are at times guileless. Speaking of the reported execution of 
seventy-two thousand criminals in the reign of Henry VIII he adds: 
“The moral condition of the people must have been low indeed, to 
render such a sacrifice of life at the shrine of justice necessary for the 
protection of property.” But despite the author’s conservatism, his 
evident reverence for the English crown and church, he appears to be 
in general both sympathetic and judicial in his views of the poorer 
classes and their claims. 

The last half of the second volume is taken up with an account of 
the operations of the Poor Law Commission and Board from 1834 to 
1853. Here the author’s personal experience and interest are greatest. 
They lead him into detailed discussions which have been thrown some- 
what out of focus by the forty years that have elapsed since they were 
written. Yet the hard-headedness, the concreteness, the strong con- 
viction of his argument, make this still valuable to the student of the 
present day problem of poor relief. 

The author expresses the opinion that “the social condition and 
general weal of a people will in great measure depend” (Vol. I, p. 15) 
on the mode in which relief is administered. Certainly this has been 
the case in England, and the same thing may be seen to be true, in a 
minor degree, in every neighborhood in America. There appears to 
be in every community a continual struggle between opposing prin- 
ciples of relief, and now the amount increases and again diminishes 
according as sympathy or economy, or heedlessness or self-seeking 
gain in force. This book has still a practical and present interest, for 
“old fallacies have been revived” (as the biographer remarks, p. Ixxvii) 
and some of the questions apparently settled when it was written are 
again being reargued. The third, or supplemental volume, which is 
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promised to appear at the end of the present year is to come from the 
pen of Mr. T. Mackay. It will bring the history down to date. If its 
merits are as great and its defects no greater than those of the present 
work, it will be interesting, valuable, and most welcome. 


FRANK A. FETTER. 
LELAND STANFORD JR. UNIVERSITY. 


Les Francais d’aujourd’hui: les types sociaux du Midi et du Centre. 
Par Epmonp Demotins. Paris: Firmin-Didot, 1898. (No 
date). I2mo, pp. xii+465. 

TO ATTEMPT a description of the social geography of France is the 
avowed object of the author of this present work. It deals with the 
south and the center, the northern third being reserved for future treat- 
ment in asecond volume. This one concerns itself with the land 
tenures especially ; together with the influence exerted by these, in 
connection with the physical environment upon the customs, habits, and 
temperament of the peasantry. Arthur Young did this for us many 
years ago in an almost inimitable way. M. Baudrillart has done it 
more recently for the Institut ; and the work of de Foville has covered 
independently much the same field. Frequent reference to the former 
occurs in this volume; but the admirable report of the Ministére de 
l’Instruction Publique, in 1894, seems to have been overlooked, as 
well as the original work of the great Enguétes Agricoles. On the 
other hand many interesting generalizations have been drawn from the 
data here presented. Once in a while these seem to have required a 
bit of mental ingenuity to bring them into entire harmony with the 
laws of Le Play’s social system; but on the whole a step toward the 
digestion of a great inchoate mass of facts has been well taken. In 
this sense the book is a distinct contribution; it contains much that 
the student of populations cannot fail to find suggestive. To venture 
an adverse criticism, the author seems not to be acquainted with the 
rich statistical materials available for this country. Perhaps the 
neglect of it, in favor of the system of minute description by local 
observers, has been intentional ; this mode of treatment here adopted 
is always bound to serve as an admirable corrective of mere statistical 
generalizations. Both, in fact, are necessary; and for this very reason 
the book in its neglect of statistics, especially in their graphic applica- 
tion, seems to be defective. 
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As to results, our author, by entirely different means, arrives at 
precisely the same conclusions to which we have come, independently, 
by the use of graphic methods.* The primary contrast of regions of 
isolation and of competition appears on every page. The entire Massif 
Central stands sharply defined against the social phenomena of the 
valleys of the Rhone and the Garonne, and of the Mediterranean coast. 
To the description of these general influences of physical environment 
are superadded the more detailed analysis of the local variations of 
soil, climate, products, and the like. The only element which is 
woefully slurred over is that of race; our author apparently has no 
‘conception of the work done in this field by his fellow countrymen. 
For the special portions of France, covered by this volume, this 
omission is not very important; but a corresponding neglect of it in 
treating of the Germanic north in the succeeding volume would be 
greatly to be deplored. Meitzen treating of Germany has worked in 
equal ignorance of modern ethnic facts; he has erred perhaps in over- 
stating the influence of these inherited characteristics." To do justice 
to the northern third of France in respect of this element will require 
very careful work. 

In conclusion, this book is a concrete example of that predilection, 
so characteristically French, for materialistic explanations of social 
phenomena, to which we have expressly called attention some time 
ago in the Political Science Quarterly It emanates from the little 
coterie of enthusiastic students, dominated by Le Play and de Tour- 
ville, and having for its organ La Science Sociale, of which M. Demolins 
is the editor. Many of the chapters of this book have, in fact, already 
appeared in that journal. This periodical, the society of which it is 
the organ, with its public lectures, and its library, all seem to be an 
inevitable result of the one-sided spirit which inspires the official 
instruction in political economy at the great schools of Paris. La 
Science Sociale seems to be a co-laborer with the Revue d’ Economie 
Politique in the attempt to liberalize the economic doctrines of the old 
school. To us it seems that this phase of protest, by the disciples of 
Le Play and De Tourville, has not been greatly productive as yet, 


* The Racial Geography of Europe; papers xiii. and xiv. ‘Modern Social 
Problems,” in Popular Science Monthly, February and March 1898. With maps. 

* Professor Ashley, in Political Science Quarterly, vol. xiii. p. 150, criticises 
this work from a still different point of view. 


3 December 1895. 





BOOK REVIEWS 135 


mainly because of the common error of too great devotion to system 
and method to the neglect of the raw material, first of all necessary, 
viz., facts. This present volume, however, marks a great improvement; 
it represents an able and determined effort in the collection and analysis 
of data from observation in the field. It is not the first of its kind 
however; one often is inclined to wish, in reading the preface and 
appendices, that this fact were more fully recognized by the author. 
Nevertheless the work is well done and deserves attention. 


WILLIAM Z. RIPLEY. 
MASSACHUSETTS INSTITUTE OF TECHNOLOGY. 


The Establishment of Spanish Rule in America. An Introduction to 
the History and Politics of Spanish America. By BERNARD 
Moses, Pu.D., Professor in the University of California. 
G. P. Putnam’s Sons, 1898. 12mo, pp. x+ 328. 


PROFESSOR MosEs has written a brief constitutional history of the 
Spanish-American colonies. His first chapters deal with the general 
methods of Spanish colonial government—the council of the Indies, 
the India house, the powers and duties of each, the viceroy, the 


audiencia. Then in successive chapters he traces the development of 
government in Mexico, in Peru, Chile, Venezuela and Colombia, and 
Rio de la Plata. The closing chapters treat of the Jesuits and the 
Indians, the king and the church, Spanish economic policy, and, last 
of all, the contrast in colonial methods between Spain and England. 
The Spanish idea of colonial government, like that of France under 
Louis XIV, was paternalism pure and simple. Every authority ema- 
nated from the king. The colonists, except in so far as they became 
turbulent and extorted their desires by force, had no voice in the con- 
trol of their own affairs. All laws, all administration, all justice, came 
from the royal authority. To this general principle must be added the 
fact that the vast distances and slow communication made it practically 
impossible for the king to keep adequate supervision over his servants 
in America, and that as a result the best intentions of the crown were 
often thwarted by the dishonesty or incompetence of officials, or by 
the selfishness of the colonists. Thus the repeated and benevolent 
attempts of the king to rescue the Indians from slavery were in vain. 
The economic plan with reference to paar was that of general 
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restriction of trade with monopolies to a favored few. Only a speci- 
fied number of ships was permitted to make the voyage each year. 
They must clear from only one or two Spanish ports, and must limit 
their voyage to but one or two American ports. Thus the herdsmen 
on the Plate River were not allowed to deal directly with Europe. 
They were required to send their products across the Andes to Chile, 
thence to Panama and Porto Bello on the isthmus, thence by the annual 
fleetto Europe. Naturally this did not pay, and the herdsmen made 
no progress. “In the early years of the eighteenth century, even after 
the port of Buenos Aires had been opened to the extent of admitting 
two small vessels annually, an ox was worth one dollar, a sheep from 
three to four cents, and a mare tencents.” As late as 1803 orders were 
received in Spanish America from Spain to root up all the vines in cer- 
tain provinces, because the Cadiz merchants complained of a diminu- 
tion in the consumption of Spanish wines. There were many other 
restrictions as absurd and tyrannical. 

Needless to say, there was no more religious liberty than there was 
liberty economic or political. The inquisition made it impossible for 
dissent to creep in, and the pure doctrine of the church, as understood 
in Spain under Philip II, had full sway. Education, too, was carefully 
limited. There were universities established in San Domingo, Mexico, 
and Bogotd. But other universities were refused a charter “ because 
His Majesty did not think it proper that education should become 
general in America.” As to educating women “for fear of illicit cor- 
respondence, few of them were taught even to write.” 

In Paraguay the Jesuits had the opportunity of handling the Indians 
as they pleased, far removed from contamination by white men. The 
savages were converted, gathered in villages, and organized in a 
real socialistic community. Labor was on public account, and each 
individual received his food and clothing from public storehouses. 
The experiment was a very interesting one, and, in its resulting indo- 
lence and lack of ambition, illustrates very clearly the inevitable ten- 
dency of the abolition of individualism. 

Professor Moses has put his material in very concise shape— possi- 
bly in some cases at the expense of entire clearness to readers who are 
not familiar with Spanish institutions. However the book is valua- 
ble and timely. Students of colonial institutions will read it in con- 
nection with Packman’s Old Régime in Canada, to which it forms an 
instructive supplement. HARRY PRATT JUDSON. 
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Economic Aspects of Railroad Receiverships. By Henry H. Swain, 
Pu.D. Published for the American Economic Association. 
New York: The Macmillan Company, 1898. 12mo,pp. 108. 


Dr. SwaIn has given us one of the best studies that the association 
has yet printed. And this for two reasons. First, the subject is one 
of great magnitude and importance, but has been almost entirely neg- 
lected by economists. Second, the work is admirably done in most 
respects. More discussion of the causes of failure would find eager 
readers. 

Beginning with a brief sketch of the functions of receivers and a 
clear statement of the causes which differentiate the railway receiver 
from others, the author gives a summary of the scant legislation in the 
different states and shows how the present status has been reached 
through practice and the decisions of the judges. 

In the historical chapter carefully prepared tables show the num- 
ber of receiverships established each year since 1870, their duration, 
the mileage in the hands of receivers, and the percentage this bears to 
the mileage of the country. We miss tables showing the capitalization 
before and after the reorganization. These figures would be very sig- 
nificant. The statistics indicate clearly, as might be expected, the 
disastrous effects which panics, with their succeeding periods of 
depression, exert upon the railways of the country. More than 700 
companies, with over 100,000 miles of line, have defaulted; but as a 
number of roads, notably the Erie, Reading, Northern Pacific, Santa 
Fé, and others have been through the process two or more times, the 
proportion of the roads which have not failed is about two to one. 
That is, one-third of the mileage of the country, or about 60,000 miles, 
has gone bankrupt, and enough of this 60,000 miles has repeated the 
default one or more times to bring the mileage up to 100,000. In the 
past twenty-five years ninety-seven roads have passed through the 
receiver’s hands twice, and one line has had the experience six times 
(p. 107). The average duration of receiverships is three years, though 
one extreme case, the Vermont Central, has been in the hands of the 
receiver twenty-nine years (p. 112). 

The friendly receivership is justly condemned, and not in terms 
any too strong. Why the courts should lend a receiver’s cloak to the 
officials who have already grossly mismanaged a road and exhausted 
their borrowing power is more than the ordinary lay mind can under- 
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stand. When efficient and honest men have been appointed receivers 
they have in a number of instances rehabilitated the road and made it 
a paying property, through the savings they have been able to effect. 
Overbuilding and construction in advance of settlement, with fic- 
titious capitalization are assigned as the most important causes 
of failure. The author does not expect to see any more rapid and 
reckless extensions, such as ’72, ’81, and ’87 witnessed, so that the 
future is not likely to be so bad as the past, although the wrecks of 
past recklessness are to remain as disturbing factors for a long time. 
He recommends careful public supervision of construction to pre- 
vent needless lines in the future, a codification of the laws of receiver- 
ship, a rigid limitation of the causes for which a receiver may be 
appointed, great care in the selection of the receivers, and a careful 
limitation of their powers. If possible, a court or special commission 
to handle all cases of defaulting roads should be constituted and a 
body of experts should be trained up by them to manage these great 
properties. Excellent reasons are adduced in support of the plan to 
have a permanent bureau of trained men to deal with these cases as 
they arise. WILLIAM HILL. 


Quibus Rebus Singulorum Atticae Pagorum Incolae Operam Dederint. 
Scripsit CAROLUs SCHERLING. Lipsiae: Typis I. B. Hirsch- 
feldi, MDCCCXCVII. 12mo. 

THis pamphlet is a thesis presented at Leipsic in candidacy for the 
degree of Doctor of Philosophy by the author. We learn from the Vita 
included in the book, that he had been a pupil of Professor Roscher, 
although for the most part a student of philology and archeology. 
As appears from the title of the thesis, the effort of the book is to pre- 
sent some account, drawn largely from the writers of classical antiquity, 
of the nature of the industry pursued by certain of the tribes of Attica. 
In three chapters (De Agricultura et de Pecuaria, De Opificiis, and De 
Mercatura) the principal means of obtaining a livelihood which were 
open to the inhabitants of Attica are discussed. The extent and char- 
acter of the farming and grazing lands are established on the authority 
of contemporary Athenian publicists, the industrial arts pursued by 
laborers are enumerated, a complete list being given as an appendix, 
and the kinds and principal channels of such trade as existed are indi- 
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cated, although little detailed information concerning them can be 
afforded. 

Dr. Scherling’s pamphlet is a scholarly contribution to archeolog- 
ical economics, and should take rank with many of the recent publica- 


tions of the so-called historical school. 
H. ParKER WILLIS. 


Minnesota: State, County, Township and City. By Frank L. 
McVey, Minneapolis: University Book Store. 1898. 12mo, 
pp. x+83, with three maps and two diagrams. 


A Book of about ninety pages. It is just what it pretends to be 
“‘a handbook of information concerning the state, its government, 
officers and resources.” “A compilation, and nothing more, of those 
facts and laws which every citizen should know.” The first part is 
given to the state, setting forth its position, territery, wealth, popula- 
tion, and government. The second part is devoted to the county, its 
organization and government; the third part treats of the town, the 
school district, the village, the city, giving classification, organization, 
officers, powers, salaries, etc. 

The information is gathered from reliable sources and the digest 
and outlines of government are well arranged and clearly stated. The 
work is excellently adapted to its purpose “to give to students and 
teachers a sort of laboratory book for use in civil government.” 

F. A. C. 


Congressional Committees. By Lauros G. McConacuig, Pu.D. 
(Library of Economics and Politics.) New York: Thomas 
Y. Crowell & Co., 1898. 12mo, pp. xiv+44I. 

THis is a painstaking and exhaustive treatise. Introductory to the 
general thesis Dr. McConachie has traced the evolution of the com- 
mittee system in the colonies and provisional governments prior to the 
establishment of the federal constitution. After showing the relation 
of the congressional committee to the government and to the interests 
of the people, he takes up its development in the house and senate 
separately. While the author has not given special emphasis to the 
economic importance of such study, his standpoint being one of 
political science, the investigation may well be utilized by the student 
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of economics. Government today, more than at any other time in 
the development of political institutions, has taken on an industrial 
and economic aspect. Its basis, the conservation of the general wel- 
fare, is economic. Every new device inaugurated, every modification 
is made with this in view. The gradual development of new industrial 
functions, managed or controlled by the political organization, has 
brought the institutions of government more forcibly within the notice 
of the economist. The economic interest of the individual members 
of society is being worked out in the political organization. A study 
of the economic institutions of today must of necessity include govern- 
ment. The thesis of the author may be regarded as being the adapta- 


tion of the committee system to the economic interests of the people 
F. A. C. 


organized in the state. 





APPENDIX. 


DOCUMENTS REFERRED TO IN THE ARTICLE ON “SOCIALISM 
IN FRANCE.” 


AGRICULTURAL PROGRAM OF THE WORKINGMEN’S PARTY, 


WHEREAS, Producers (to quote the words of the general program of this 
party) will be free only when they are in possession of the means of pro- 
duction; and, 

WHEREAS, In France at least, it is not now true in the domain of agriculture, 
as it is in the domain of manufacture, that the means of production are 
so concentrated in the hands of capital that they can only be restored to 
producers under a collectivist or social régime, since the means of pro- 
duction, that is the soil, are in many cases owned by the producers them- 
selves; and, 

WHEREAS, Socialism must not hasten the disappearance of this peasant 
proprietorship, though this disappearance be ultimately inevitable, since 
the réle of socialism is not to separate owner and work, but, on the con- 
trary, to unite in the same hands these two factors of all production, 


whose separation entails the servitude and misery of laborers fallen into 


the proletariat ; and, 

WHEREAS, The protection of proprietors cultivating their own soil from tax- 
ation, from usury, and from the encroachments of new lords, is the duty 
of socialism, no less imperative than that of restoring to agricultural 
proprietors, in a collective or social form, the great estates taken from 
their idle holders, by the same right that would apply to railroads, mines, 
and factories; and, 

WHEREAS, There is reason for extending this protection to those producers 
who, as tenants or metayers, increase the value of the land of others, 
and who, while they-exploit laborers, are in some sense forced to do so 
by the exploitation of which they are themselves the victims, 

Therefore, The Labor Party, which, in contrast to the Anarchists, does not 
expect the social order to be transformed by means of prolonged and 
intensified misery, and which sees no liberation for labor and for society 
except in the combined efforts of rural and city laborers, taking over the 
government and making the laws—has adopted the following pro- 
gram, designed to unite all the elements of agricultural production, all 
the forces which add to the value of the national soil, in the struggle 
against the common enemy, feudal land tenure. 
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Article 1. A minimum wage, to be fixed by the agricultural laborers and 
the municipal councils for day laborers as well as for those hired by the year 
(herdsmen, male and female farm hands, etc.) 

Art. 2. Appointment of agricultural Jrud hommes. 

Art. 3. Prohibition of alienation by the communes of seaboard and other 
public lands at present uncultivated; the surplus from the communal 
budget to be applied to improve communal property. 

Art. 4. The assignment, by the communes, of lands which have been 
ceded by the state, or which they have held or purchased, to families not owning 
land, with a prohibition of the employment of hired labor, and with the obli- 
gation to pay rent for the benefit of the budget of communal relief. 

Art. 5. A fund for agricultural pensions for the sick and the aged, to be 
maintained by a special tax on the income of large proprietors. 

Art. 6. Organization of cantonal dispensaries, with free medical attend- 
ance and medicine at cost. 

Art. 7. Compensation to the families of reserve-men during their term of 
service, at the expense of the state, the department, and the commune, 

Art. 8. Purchase by the commune, with the concurrence of the state, of 
agricultural machinery, or the hiring of such machinery, to be placed freely 
at the disposal of small cultivators; the formation of associations of agri- 
cultural laborers for the purchase of fertilizers, drains, seeds, plants, etc., and 
for the sale of products. 

Art. 9. Abrogation of transfer fees for property below 5000 francs, 

Art. 10. Abolition of all indirect taxes, and the substitution for direct taxes 
of a progressive tax on in comes over 3000 francs; in the meantime exemp- 
tion from the land tax in the case of holders who are themselves cultivators, 
and the diminution of such taxes for those whose land is encumbered with 
mortgages. 

Art. 11. Reduction of the legal and customary rates of interest. 

Art. 12. Decrease of transportation charges for fertilizers, machinery, and 
agricultural products, 

Art. 13. Reduction of rentals by arbitration commissions, as in Ireland, 
and compensation to outgoing tenants for improvements of the property. 

Art. 14. Repeal of Article 2102 of the civil code giving to proprie- 
tors a lien on the harvest, and the abolition of ‘“saiste-brandon,” that is, 
the seizure of the standing crops; securing to the cultivator of a reserve 
exempt from execution, which shall comprise the implements of cultivation, 
and the crops, fertilizers, and cattle indispensable to his work. 

Art. 15. Revision of the cadastre, and, pending this general measure, 
local revision by communes. 

Art. 16. The immediate consideration of a system of public works, having 
for its object the improvement of the soil and the development of agricultural 


production. 
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Art. 17. Freedom of hunting and fishing, limited only by the measures 
necessary for the preservation of game and fish, and the protection of the 
crops; the abolition of preserves and of gamekeepers. 

Art. 18. Free courses of instruction in agriculture and agricultural experi- 
ment stations. 


PROGRAM OF THE WORKINGMEN'S PARTY, 


WHEREAS, The emancipation of the producing class is the emancipation of 
all human beings, without distinction of sex or race; and, 

WHEREAS, Producers will not be free until they are in possession of the 
means of production—land, factories, ships, banks, credit, etc.; and, 
WHEREAS, There are only two forms under which the means of production 

can belong to them: 

1. The individualistic form, which in fact has never prevailed univer- 
sally, and which is being more and more crowded out by industrial 
progress; and, 

The collectivist form, the material and intellectual conditions of which 
have been brought into existence by the growth of capitalistic society ; 
and, 

WHEREAS, This collective appropriation can prevail only by the revolution- 
ary action of the producing class—the proletariat—organized as a dis- 
tinct political party ; and, 

WHEREAS, Such an organization ought to be sought by all the means at the 
disposal of the proletariat, including universal suffrage, transformed from 
the instrument of fraud, which it has been up to this time, into a means 





of emancipation, 

Therefore, The French Socialist Workingmen, in giving as the object of their 
efforts political and economic expropriation of the capitalistic class and 
the return to collectivism in all the means of production, have decided, 
as a means of organization and of struggle, to enter upon a campaign 
with the following immediate demands: 


A.— POLITICAL. 





Abrogation of all laws in regard to the press, meetings, and associa- 
tions, especially the law against the international association of work- 
men. Abolition of the /vret. Repeal of all articles of the code 
discriminating against workmen in favor of their employers, or 
against women in favor of men. 

Abolition of state support of the church, and the taking over by the 
state of all property, real and personal, held in mortmain by religious 
corporations, including all the industrial and commercial establish- 
ments carried on by these corporations. 
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Repudiation of the public debt. 
The substitution of a militia for the standing army. 
The control by the commune of its own administration and its own 
police. 
B.— ECONOMIC. 


A weekly day of rest, employers to be prohibited from requiring 
laborers to work more than six days in seven. A legal eight-hour 
day for adults; the prohibition of the labor of children under four- 
teen in private workshops, and the reduction of the working day to 
six hours for persons between fifteen and eighteen. 

Protective supervision of apprentices by workingmen’s associations. 
A legal minimum wage, fixed each year by a statistical labor com- 
mission on the basis of the local prices of commodities. 

A legal prohibition of the employment of foreign labor at wages less 
than those of French labor. 


. Equal pay for equal work for the two sexes. 


Scientific and technical instruction for all children educated at the 
expense of society represented by the state and the commune. 

Care by society of the aged and those incapacitated for labor. 
Prohibition of all interference by employers in the management of 
workmen's funds for mutual aid, of provident associations, etc., the 
exclusive management of these being restored to the workmen. 
Employers’ liability in case of accident, secured by a guarantee 
deposited by the employers in the workmen’s funds, and proportioned 
to the number of workmen employed and to the danger involved in 
the work in question. 

Participation of workmen in the management of their several work- 
shops; the abolition of the right usurped by masters to punish their 
workmen by means of fines or the retention of their wages. 

The annulment of all contracts alienating public property, banks, 
railroads, mines, etc.; and the management of all state workshops to 
be entrusted to the laborers who work in them. 

The abolition of all indirect taxes and the substitution for all direct 
taxes of a progressive tax on incomes exceeding 3000 francs. The 
abolition of collateral inheritance and of all inheritance in the direct 
line exceeding 20,000 francs. 
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